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On Wednesday, 11th April, tremors were felt throughout Tamil Nadu 
from a massive earthquake under the Bay of Bengal off Sumatra. The 
earthquake brought fear of a tsunami, such as that of December, 2004, which 
in Tamil Nadu alone is estimated to have killed more than seven thousand, 
and displaced lakhs. The earthquake also deposited on the front page of 
many newspapers the image of the Koodankulam nuclear plant, nearing 
completion in Tamil Nadu on the shores of the Bay of Bengal. 
Koodankulam had been in these same newspapers in the preceding weeks as 
the dateline for stories of the fierce repression of the peoples movement in 
protest against the bringing of the plant online with nuclear fuel. 

This sequence of events and images illuminates, at one and the same 
time, both the environmental conditions that constrain our development path 
and the social struggle that is our only hope. What may appear from the 
viewpoint of the regime's PR operations to be a mere unfortunate 
coincidence, from our perspective seems more a criminal proceeding against 
our rulers brought by reality itself. The expert group of the People's 
Movement against Nuclear Energy had previously submitted to the regime a 
report on Koodankulam protesting "the siting of the plant on fragile 

continued on inside back cover 
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The Bull Market “1 2% 
- Political Advertising i 
Robert W. McChesney and John Nichols 


The United States is in the midst of its quadrennial presidential election, 
a process that now extends so long as to be all but permanent. The campaign 
` is also drenched in more money given by a small handful of billionaires than 
has been the case in the past. Since the 1970s the amount spent on political 
campaigns has increased dramatically in almost every election cycle. It has led 
to the formation of what we term the “money-and-media election complex,” 
which has a revenue base in the many billions of campaign dollars donated 
annually, and has effectively become the foundation of electoral politics in the 
United States. Moreover, the rate of increase in campaign spending from 
2008 to 2010, and especially from 2008 to 2012, is now at an all-time high. 
American elections are being transformed and supercharged by the 
Supreme Court’s January 2010 Citizens United ruling. But the changes, even 
at this early stage of the 2012 campaign, have proven more dramatic and 
unsettling than all but the most fretful analysts had imagined. Citizens 
United's easing of restrictions on corporate and individual spending, 
especially by organizations not under the control of candidates, has led to the 
proliferation of “Super PACs.” These shadowy groups do not have to abide 
by the $2,500 limit on donations to actual campaigns, and they can easily 
_ avoid rules for reporting sources of contributions. 
___ The two logical questions then are where does all this money get spent and 
what are the effects of this spending on elections and the political system? The 
_ short answer to the first question is known by all participants in and observers 
~ of American elections: the majority of the money goes to political advertising, 
and within political advertising the vast majority goes to television ads. The 
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percentage of campaign spending that: goes to TV ads has increased sharply 
over the past forty years.. If there is a rule it is that the closer a race, the more 
money will be spent on the campaigns, and the higher the proportion that will 
* go to paid TV political advertisements. “We spent the vast majority of our 
money last time on, broadcast television,” Obama campaign advisor David 
Axelrod told attendees at a 2011 cable convention. “It’s still the nuclear 
weapon.”! This year, according to a fresh report to investors from Needham 
and Company’s industry analysts, television stations will reap as much as $5 
billion—up from $2.8 billion in 2008. 

As for the second question, there is a range of effects. That is what we 
turn to in this Review of the Month. 

For Americans born after 1950, and for those born before 1950 but with 
faltering memories, the televised commercial deluge that now defines American 
political campaigns likely seems the natural order of things, for better or for 
worse.” But American campaigns were significantly different in the 175 years 
before political advertising, specifically television political advertising, became the 
order of the day. When one reads Theodore White’s epic The Making of the 
President series, especially for 1960 and 1964, the emerging role of television is 
a recurring theme—but TV political advertising is barely present in the early 
1960s volumes. By White’s account, Nixon paid virtually no attention to his 
Madison Avenue advisors throughout his unsuccessful 1960 presidential 
campaign.’ Joe Klein recounts how his research shows that in the 1950s and 
‘60s candidates routinely hired advertising experts and pollsters, “But these were 
penpheral advisers; they didn’t run the campaigns.” 

This quickly changed. In 1969 Joe McGinniss published his 
groundbreaking The Selling of the President, to chronicle what he termed “a 
striking new phenomenon-—the marketing of political candidates as if they 
were consumer products.” The book, which involved McGinniss spending 
time with Nixon’s television advertising advisors including Roger Ailes during 
the 1968 presidential campaign, seemed shocking and a sharp departure from 
the political-driven campaign narratives provided by the likes of White. 
McGinniss documented how Nixon came to rely upon TV political 
commercials, based on Madison Avenue marketing principles, as the 
foundation of his campaign. In the book Ailes presciently concludes 
immediately after the November victory, “This is the beginning of a whole 
new concept. This is it. This is the way they'll be elected forevermore.”” It is 
ironic that today, when one reads the book, it seems downnght quaint, even 
homespun, in comparison to subsequent elections. The liberal McGinniss is 
able to wander through the corridors of power in Nixon’s campaign like a 
serendipitous hippie roaming around at Woodstock. The narrative reminds 
one of the Dr. Evil character in the Austin Powers film who retums to life in 
1997 after being frozen for thirty years, and then threatens to blow up the 
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world unless he is given his ransom demand of...one million dollars. 

Consider also The Candidate, a 1972 film about a young idealistic 
California candidate for a U.S. Senate seat, starring Robert Redford. The 
film; with a screenplay by a former Eugene McCarthy speechwriter, dealt with 
the phoniness and superficiality that marketing and television had'brought to 
political campaigns. It was provocative and controversial and contributed to 
subsequent debates about the role of money in politics. TV political 
advertising plays an important role in the piece and is cast in a negative light. 
But what is ironic is that the TV ads Redford’s character airs in the fictional 
campaign are closer to Lincoln’s Gettysburg address in tone and substantive 
content than they are to the asininity that typifies political ads of more recent 
vintage. Ads of that caliber today would have political scientists and pundits 
shouting from the mountaintops that we were free at last. But in 1972 such 
ads were considered highly suspect and part of the problem. 

As it was, by 1972 the total amount spent for all races on television 
political advertising, and that so-alarmed McGinniss, Redford, and the 
nation—from President and House and Senate to governorships, mayors, 
state legislatures, referenda, initiatives and city council, the works!|—had 
increased almost fourfold from 1960 to reach $37 million.® That would 
amount to approximately $200 million in 2012 dollars; so, factoring for 
inflation, the 1972 election spent less than 3 percent of what will be spent on 
TV political ads in the 2012 election cycle. 

For a concrete example, in 1972, a little-known Colorado Democrat, 
Floyd Haskell, spent $81,000 (roughly $440,000 in 2010 dollars) on 
television advertising for a campaign that unseated incumbent Republican 
U.S. Senator Gordon Allott. The figure was dramatic enough to merit note 
in a New York Times article on Haskell’s upset win. Fast-forward to the 2010 
Senate- race, when incumbent Colorado Democrat Michael Bennet defeated 
Republican Ken Buck. The total spent on that campaign in 2010 (the bulk 
of which went to television ads) topped $40 million, more than $30 million of 
which was spent by Super PAC:type groups answering only to their donors. 
In the last month of the election, negative ads ran nearly every minute of every 
day. The difference in spending, factoring in inflation, approached one 
hundred-to-one. The 2010 Colorado Senate race is generally held up by 
insiders as the bellwether for 2012 and beyond. As Tim Egan puts it, “This 
is your democracy on meth—the post—Citizens United world.” 

The total number of TV political ads for House, Senate, and 
Gubernatorial candidates in 2010 was 2,870,000. This was a 250 percent 
increase in the number of TV ads as there were for the same category of races in 
2002. In terms of spending, and compared strictly to 2008, just two years earlier, 
House race TV ads cost 54 percent more in 2010°and the cost of Senate race 
TV ads was up 71 percent.’ By the end of 2011 it'waé already clear that 2012 
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would have a quantum leap in campaign spending from 2008, the greatest 
increase in American history, and much of this would go to TV political ads. “In 
2010, it was just training wheels, and those training wheels will come off in 
2012,” says Kenneth Goldstein, president of Kantar Media’s Campaign Media 
Analysis Group. “There will be more bigger groups spending, and not just on 
one side but on both sides.”® 

This is not a commercial market where a speculative h leads to an 
eventual bust. This is a political market and it is going in one direction, 
quickly. The federal and state budgets are enormous multi-trillion-dollar 
troughs and there is no sign that corporate interests are anywhere near their 
upward limit of what they will pay to have access to them and control the 
laws, policies, subsidies, and regulations that affect their profitability. Indeed, 
it is possible that 2012 may one day appear to be a democratic panacea 
compared to what lies ahead, much like 1968 or 1972 looks to us today. 


Any way you slice it, to mix metaphors, we are not in Kansas anymore. 


Political Advertising and Traditional Advertising 

When television political advertising first became prominent in American 
campaigns, by the 1960s and early ‘70s, the common criticism of the practice 
was that political advertising was bad because it was advertising, that it. 
substituted the hustle and chicanery of a Madison Avenue sales job for the 
meat and potatoes of political debate and democratic governance. Lincoln and 
Douglas were replaced by Procter & Gamble. “Madison Avenue sells. 
politicians like soap,” the lament went. The very term Madison Avenue 
provided a shorthand critique of advertising’s lack of ethics, sincerity, and 
integrity, and it encapsulated much of what people felt they were subjected to 
with TV political commercials. In 1960, for example, Richard Nixon so 
feared the tag “Madison Avenue” that he moved his campaign’s television 
advisers—according to White, “the finest brains of New York’s advertising 
agencies"——from their ad agency offices on that (in)famous street to new 
offices on nearby Vanderbilt Avenue.’ 

Back in this era, before it became a multi-billion dollar industry, stalwarts 
in the advertising industry were often offended by the companion of political 
advertising to commercial advertising, as they regarded the latter as having 
vastly greater integrity and social value. Advertising icon David Ogilvy called 
political spots “the most deceptive, misleading, unfair and untruthful of all 
advertising.” At another point, Ogilvy stated, “Political advertising ought to 
be stopped. It’s the only really dishonest kind of advertising that’s left. It’s 
totally dishonest.”'' When advertising executive Robert Spero was told that 
TV political advertising sold politicians like soap, he responded that 
unfortunately that was not the case, because soap advertising was so superior 
as a source of consumer information. 
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Spero was so appalled by political advertising that he took leave from his 
position at Oglivy & Mather in the late 1970s to do a comprehensive analysis 
of every available presidential television political commercial from 1952 
through the 1976 election. In Spero’s mind, the key distinction between 


“\commercial ads and political: ads was ‘that political advertising, unlike 


commercial advertising, had First Amendment protection from regulation for 
fraud and ‘misleading content. This point is indeed crucial and cannot be 
exaggerated: political advertising can pretty much say whatever it wants 
without fear of regulatory reprisal. 

Spero’s book, The Duping of the American Voter, demonstrated in a 


| meticulous and engaging case-by-case study that political ads for all varieties 


of candidates routinely had fraudulent traits that would have been impossible 
for a commercial advertiser facing the Federal Trade Commission and other 
forms of government regulation at that time. “Corporations and their 
advertising advisers have not become simon-pure in their evolvement from 
street hucksters. Historically, bending the truth has been inseparable from 
selling,” Spero wrote. “What has prevented the truth from being bent out of 
all proportion by corporations and their advertising agents is the phenomenal 
growth of advertising regulation over the past decade.” 

The arguments against political advertising from industry figures like Ogilvy 
and Spero have receded over the years, though grousing remains on the edges. 
To some extent it may be that the high-water mark of commercial advertising 
regulation faded after the 1970s as neoliberalism worked its magic through the 
regulatory system, so that argument was less compelling. To a larger extent it was 
that the emergence of the money-and-media election complex meant there was a 
massive piece of the action for Madison Avenue (and, as we discuss below, 
commercial media) so there was great incentive to accept the status quo, for 
better or for worse, and go with the flow. After all, can political advertising really 
be worse than junk food or pharmaceutical or tobacco advertising? What is clear 
is that any change of heart from Madison Avenue had little or nothing to do with 
the integnty or quality of the political ads themselves. A recent study of political 
spots cited by reputable sources found “roughly half of all ads to be unfair, 
misleading or deceptive.” 

In fact, Ogilvy and Spero were too quick to regard political advertising 
and product advertising as being distant relations, though their approach has 


been widely internalized among scholars. Political advertising is generally 


il 


understood by political scientists and political communication scholars first 
and foremost as an outgrowth of political campaigning—understandably, as 
that is the tradition they come from—and particular attention is paid to 
identifying the common themes that link the present to earlier eras. Because 
blarney, bluster, deception, character assassination, showmanship, 
manipulation, idiocy, baby-kissing, superficiality, overstalement, ridicule, 
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hypocrisy, and hyperbole have always been present in popular politics, the 
argument goes, Americans should not be so alarmed that these traits now 
come packaged as candidate TV ads. In the past the American democratic 
system always ended .up working effectively, and voters were able to`cut 
through the crap and use the system to accurately convey their core political 
values and concerns; there is little reason to think that will not remain the case 
in the era of political advertising. The system works; the more things viene 
the more they stay the same. 

This approach undexplays or misses the decisive differences in the current 
nature of political campaigns wrought by TV political advertising. There is the 
matter of the enormous mcrease in funds necessary to successfully participate as 
a candidate, and the strings that come attached to these funds. There is also the 
matter of the power, sophistication, and ubiquity of political advertising, to the 
point where it replaces virtually everything else in the campaign, including all 
the forces that in theory could counteract the power of money and advertising. 

. There is also the matter that people—to a significant extent, and rationally— 
detest political advertising in a manner that has no true precedent in Amencan 
political campaigns. In our experience it is common to have conversations on the 
matter where we have been left with the impression that people—whatever their 
age, background, political position, or whether they loved or hated or were 
disinterested in electoral politics—looked favorably upon the prospect of living 
in a world where TV political advertising did not exist. Praise from the random 
citizen for the contributions of TV political advertising to our democracy in our 
experience has been about as frequent as unprovoked enthusiasm for the 
prospect of an IRS audit or emergency root canal work conducted by an 
amateur sans pain killer. 

In our view, |a more accurate appreciation of our current political 
campaigns can be generated by also understanding political advertising as a 
subset of commercial advertising. This approach has received too little 
attention. from scholars, probably because so few of them have given much 
consideration to the matter, or seem to know much about it. Modern 
commercial advertising is not a function of what economists term “competitive 
markets,” meaning new businesses can easily enter existing profitable markets, 
increase output, lower prices, and make the consumer live happily ever after. 
Such markets tend to have relatively little advertising, if only because 
producers can sell all that they produce at the market price, over which they 
have little or no control. (Think of a wheat farmer in 1875.) This is why the 
largely local and competitive U.S. economy prior to the late nineteenth 


` century had little advertising by the standards of the past one hundred years. 


Modern persuasion advertising blossomed as a function of markets that 
were less competitive by economists’ standards, and are generally referred to 
as oligopolies. These are markets where a handful of firms dominate output or 
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sales in the industry, and where they have sufficient market power that they 
can set the price at which their product sells. The key to an oligopoly is that it 
is very difficult for newcomers to enter the market, no matter how profitable it 
may be, because of the power of the existing players. Under oligopoly therë is 
-strong disincentive to,engage in price warfare to expand | one’s market share, 
because all the main players are large enough to survive a price war and all it 
would do is shrink the. size of the industry ‘revenue pie that the firms are 
fighting over. Indeed, the price in an oligopolistic industry will tend ta 
gravitate toward what it would be in a pure monopoly so the contenders are 
fighting for slices of the largest possible revenue pie.'* 

At first blush, this is a pretty accurate picture of the U.S. economy of the 
twentieth and twenty-first centuries. The economy has become far more 
monopolistic over the past thirty years.'° It is also a good way, though by no 
means the only way, to understand the emergence and dominance of 
advertising. Although firms are not in what economists term competitive 
markets, they are most definitely engaged in monopolistic competition with 
each other to maximize their profits. Advertising emerges front and center as a 
major way to increase market share (and protect market share) without 
engaging in destructive profit-damaging price competition. 

The election realm is similar to the economy in that it tends to be a 
duopoly in general elections, meaning there are usually only two options that 
could conceivably win, and, as in an oligopoly, these duopolists have used 
their “market power”—in this case control over election laws—to make it all 
but impossible for a third party to successfully establish itself as a legitimate 
contender. Even primary elections are almost always a matter of no more than 
two or three viable .entrants except in a very small number of races. [n° 

_ economic theory this leads to an interesting conclusion: as Juliet Schor has put 
it, the smart play for a firm in a seen is to act like the other firm, not to 
differentiate itself. 

C.B. Macpherson was among the first to. understand modern electoral 
politics—the two-party system—in terms. of oligopolistic and duopolistic market 
practices. “Where there are so few sellers,” Macpherson wrote concerning 
political parties, “they need not and do not respond to buyers’ demands as they 
must do in a fully competitive system.” This means the parties, like oligopolistic 
firms, can “create the demand for political goods” and largely dictate the 
“demand schedule for political goods.” In Macpherson’s argument, a 
duopolistic party system in a moder capitalist society like the United States 
will tend to gravitate to providing a “competition between elites,” which are the 
driving force and “formulate the issues.”'® The basics in the political economy 
are agreed upon by the two parties and off the table for public debate or 
discussion. In Macpherson’s view, the two-party system was ideal for the 
production of citizen apathy and depoliticization—especially among those at the 
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bottom end of the economic spectrum—and for the maintenance of elite rule; 
i.e. what would be called a “weak democracy.” For supporting evidence, V.O. 
Key’s trailblazing research in the 1950s demonstrated the class bias in voting 
turnout—rich people often voted at nearly twice the rate of poor people—in the 
first half of the twentieth century.” 

Macpherson provided these insights in the 1970s, ` before political 
advertising nudged the Richter scale in political science. If anything, the 
linkage of the two parties to elite economic interests is stronger today than it 
was in his era. But the economic analogy is only good for a broad brush 
stroke, because elections are not commercial marketplaces and duopolistic 
elections existed a very long time before the emergence of political advertising. 
For political advertising to emerge as a major factor required a number of 

` developments, especially the establishment of commercial broadcasting. Those 
nations with limited or seriously regulated commercial broadcasting have less 
political advertising, and little political pressure to encourage it. 

Where the oligopcly/persuasive advertising analogy is crucial to 
understanding political advertising is when we look at the content of the ads. 
Under conditions of oligopoly firms tend to produce similar products and sell 
them at similar prices. Therefore advertising that emphasizes price and product 
information can be ineffectual, if not counterproductive. (That type of price and 
product information advertising can be found in more competitive retail markets, 

_or in classified advertising.) An ad campaign based on “Hey, buy our soft drink 
because it costs the same and tastes the same as our competitor” probably will not 
lead to awards, a promotion, or a long career. Firms put inordinate effort to 
create brands that are perceived as different from competitors and advertising is 
crucial in creating the aura surrounding these brands. To be fair, there are 
occasionally meaningful differences between products and ad agencies love 
nothing ` more than to have a product with something meaty they can build a 

` campaign around. 

But as often as not that is not the clear case. The kondi PE Roses 
Reeves—said to be the professional model for the Don Draper character in the 
TV program Mad Men—was reputed to have repeated the same presentation 
for years for newly hired copywnters at his Ted Bates advertising agency in the 
1960s. He would hold up two identical shiny silver dollars, one in each hand, 
and would tell his audience in effect: “Never forget that your job is very simple. It 
is to make people think the silver dollar in my left hand is much more desirable 
than the silver dollar in my right hand.”'® Reeves was an advocate of such 
deceptive advertising stratagems as presenting as new and unique what was 
actually old and ordinary in a given product. Moreover, much of the product 
differentiation’ built into a brand is superficial and not truly related to the utility 
provided by the product itself, but it provides the grist for an ad campaign. As 

advertisit.gghi ystorian Stephen Fox observes, today’s cars, for example, are “two- 


te 
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ton packaged goods, varying little beneath the skins of their increasingly 
outlandish .styling.”'? “Since most brands are basically not that different,” 
William Greider writes, “advertising’ s fantasies provide as good a reason as any 
to choose one brand over another.””” 

What this means for advertising content is that there is an endless search 
for ways to capture attention and differentiate products that exploit 
possibilities that may have little or nothing to do with the actual product and 


the utility it might render to the consumer. It also leads to ads that attempt to 


make a product virtue out of something that is insignificant, or not specific to 
the product, or irrelevant. Take a look at endless beer ads or soap ads or oil 
company ads or countless other products to see the inanity and absurdity of 
much of what passes for advertising. Pabst beer, for example, simultaneously 
markets itself as a downscale working-class brew, an ironic cool brew for 
urban hipsters, and as a champagne substitute and signifier of conspicuous 
consumption in China. “The same beverage means very different things to 
different people,” as Eli Pariser puts it?! 

. Likewise, advertising tends to be expert at playing upon emotions and 
using fear as a motivational weapon. Television advertising, in particular, uses 
cultural cues to communicate fairly complex messages in less than thirty 
seconds, and exploiting stereotypes and cultural references to pack a lot of 
meaning into a few fleeting seconds. It uses visuals in such a way that if one 
only reads the text or listens to the words, they will miss the heart of what is 
being communicated.” Humor is used on occasion, as well as sexuality 
whenever possible, and then some. Advertising is, in short, arguably the 
highest grade and most sophisticated system of applied propaganda in the 
world. 

The nature of oligopolistic advertising leads to two paradoxes. First, it is 
said that the more products are alike and the more the prices are similar, the 
more the firms must advertise to convince people they are different. The 
second paradox of advertising is that the more firms advertise to distinguish 
themselves from their competition, the more commercial “clutter” there is in 
the media and culture. As a result firms are forced to increase their advertising 
that much more to get through the clutter and reach the public.” If there is 
anything close to an iron law in advertising, it is this: repetition works; the 
more exposure to a brand’s advertising the better. This follows from the 
conclusion drawn from social science research: people are more inclined to 
believe what they have heard before.” It does not guarantee success, but it 
increases the odds considerably. = 

This, we submit, is a good and necessary way to understand, Eh 





advertising. As its role has grown, an industry has a ie experts who 
refine its use strategically and tactically. Research is a to fone what 
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appeals will work with the target audience to get the desired results, and 
advertising is produced to generate the appeal.” Sophisticated research 
breaks voters into minuscule niches that can be better exploited. The basics of 
. how. the corporate economy is structured or U.S. foreign policy are pretty 
much off the table, much like price and prodict ‘information in beer- 
advertising, because the two parties largely piy. on the most important 
matters of governance. To the extent those subjects are broached it is largely 
done in an opportunistic and manipulative manner, based upon buzzwords 
fire tested by research on the target audience. 

In short, one should start. with the premise that the content of political 
advertising will have all the value of à commercial for beer or soft drinks. That 
the material in the ads may be factually inaccurate or, more likely, may be 
decontextualized half-truths is not a. surprise, nor a pressing concern to those 
producing the ads. According to the most comprehensive research on the topic, 
nearly all political ads “make at least a limited appeal to emotions,” particularly 
enthusiasm and fear, “and a substantial majority make a strong emotional 
appeal.” Julian Kanter, curator of the Political Commercial Archive of the 
University of Oklahoma, observes that in TV political ads “the most important 
messages are those that are contained in the visual imagery.” That imagery, he 
points out, “can be used to create impressions that are untrue.” Through such 
visual tricks, campaigns duck the scrutiny they might face when only the words in 
the script are read.”” That the material in the ads may not be pertinent to the real 
issues the candidate: will be addressing once in office or what they might do on 
the real issues they might face is beside the point. The point is to win elections by 
any means necessary. - 

No one understood this E than Lee Atwater, the political mastermind 
who guided George H.W. Bush’s successful 1988 presidential campaign. 
Atwater explained that the battle between: the two parties was always about 
winning the “populist vote.” “It is always the swing vote,” he said. This was 
all done through political marketing, and, as Atwater conceded, had little to 
do with how either party would actually govern.” By thé 1990s research 
demonstrated that most candidates had little or nothing to do with the 
marketing of their campaigns and the content of the. advertising. This became 
the domain of the professional ‘consultant, whose job is to win elections, 
period.” 

Moreover, the two paradoxes of commercial advertising apply as well. 
Candidates with less tangible records. to distinguish themselves from their 
opponents have to spend more to create the sense that there is a meaningful 
difference. Ron Paul and Dennis Kucinich, for example, need less spending: 
to make clear they stand in fundamental opposition to their competition even 
within their own party. Second, when one’s competition spends a great deal 
on advertising, that puls extreme pressuré on a candidate to match the 
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advertising and, ideally, up the ante. This applies to the’ Pauls and 

Kuciniches as well as everyone else, if they are serious about winning. As the 

clutter increases, the only course is to push down harder on the ‘political 

advertising accelerator, not hit the brakes. Indeed, recent research confirms 

that while TV ads are clearly effective, their positive effect decays quickly, ‘so ` 
it is important once one goes on the air to stay full throttle until election day.” 

The iron law applies: everything else being relatively equal, the candidate with 

a decisive TV advertising war chest will win. 

Perhaps no campaign exemplifies the logic of commercial advertising better 
than that of Barack Obama’s presidential run in 2007-08. “I serve as a blank 
screen,” he wrote in his 2006 The Audacity of Hope, “on which people of vastly 
different political stripes project their own views.” “By the time he won the 
presidential election, the Barack Obama brand had become a worldwide 
wonder,” the media scholar Leonard Steinhorn writes. “He’ had become an 
icon, someone who seemed to embody our most personal aspirations and hopes, 
a larger-than-life figure who exceeded the powers and abilities’ of any mere 
mortal.” Obama’s marketing team put together such an extraordinary 
advertising campaign—“Change You Can Believe in”—that it was awarded 
Advertising Age’s “Marketer of the Year” for 2008. To win the award Team 
Obama needed to get the most votes from the attendees at the annual conference 
of the Association of National Advertisers, people who know a good sales job 
when they see one. The runners-up included Nike and Coors beer.” 

In retrospect Obama’s advertising campaign was ambiguous, if not 
vacuous or deceptive, in terms of governance and policy—though. that is now 
accepted as par for the course. Everyone else does it, the conventional wisdom 
goes, so why should Obama be held to a different standard? McCain’s 
campaign slogan was “Country First.” The candidates could have easily 
swapped campaign slogans in the summer of 2007 and it would have had no 
effect on their actual policy positions. This is not a bull-market for nothing: ` f 

The Obama campaign underlined another aspect of commercial 
advertising that appliès full force to political advertising: it works! “We can 
say confidently that ads are persuasive, especially if you have more ads than 
your competitor,” Travis Ridout and Michael Franz, two leading researchers 
who have devoted careers to the subject, wrote in.2011, noting that leading 
research confirmed “ad effects were also more widespread than we had © 
predicted.” “We have found that televised political advertising influences 
people’s voting choices, and more specifically, we have shown that ads are 
having their greatest influence on those who are the least informed about 
politics.” “Ads have greater influence,” they adod = in highly competitive 
races." - 

The most comprehensive examination of the 2008 presidential race— 
Kate Kenski’s, Bruce Hardy’s and Kathleen Hall Jamieson’s award-winning 
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The Obama Victory—confirms that Obama’s ability to greatly outspend 
McCain for television political advertising in battleground states, as well as 
nationally, was significant. Controlling for other variables, “We find that 
weeks in which Obama outspent McCain on national ads are significantly 
related to an Obama vote ‘if the election were held today.’” Specifically; in 
battleground states, the research determined that Obama’s ability to put far 
more advertising on the air all but destroyed McCain’s hopes for victory. 
“Whenever we grabbed a lead, a little toehold in a state,” a McCain media 
person stated, Obama would dump in a wave of new TV advertising “and ` 
explode the whole thing out for us.” The authors did not claim that Obama’s 
advertising necessarily won him the election, but, at the very least, it may well 
have been decisive in: traditionally Republican-leaning states like Indiana, 
North Carolina, Florida, and Virginia where the spending advantage was 
large and the vote tally was close.” Likewise in 2010, the new wave of ° 
Republican outside groups outspent Democratic ones two-to-one, largely in 
tight battleground races, and accordingly, as one commentator noted, 
“annihilated them at the polls.”* 
Crucially, research also suggests that television political advertising is even 
_more effective in House and Senate races, not to mention other races further 
down the political food. chain. “In presidential campaigns, voters may be 
influenced by news coverage, debates, or objective economic or international 
. events,” Darrell M. West wrote in a report for the Congressional Quarterly in 
2010. “These other forces restrain the power of advertisements and empower ` 
a variety of alternative forces. In congressional contests, some of these — 
constraining factors are absent, making advertisements potentially more 
important. If candidates have the money to advertise in a congressional 
contest, it can be a very powerful force for electoral success.””” 

Of course not all advertising works, and this is a matter that has driven 
business executives stir crazy for a century. “I know half of my advertising does 
not work,” goes the urban legend of an exasperated businessman, “but I do not . 
know which half.” Only on the rarest of occasions have major advertisers actually 
curtailed their practices sharply absent their competitors doing the same, and it 
has been met with declining sales, and no enthusiasm by other advertisers to 
pursue a similar course. l 

The same is true with political advertising. “So much of presidential 
advertising is wasted money,” says Mark McKinnon, who made ads for 
George W. Bush in 2000 and 2004, and worked for McCain in the 2008 
primaries. “The ads become just background tò a broad architecture the 
campaigns are trying to create.... Easily half of the money spent on TV ads 
in presidential campaigns is a eomplete waste and would be better spent 
online or on other activities.” The fact remains, though, that TV political 
spending is not optional; it is necessary for political survival, not to mention 
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success, in the contemporary United States as much as it is for a commercial 
advertiser like Coca-Cola or Coors beer or Nike shoes in an oligopolistic 
industry. 

Back in the 1990s there were a handful of major candidates in statewide 
races who made a virtue of their unwillingness to accept large campaign 
donations, which meant they could not run anywhere near as many television 
ads as their opponents. Ed Garvey’s 1998 race for Wisconsin Governor or 
Russ Feingold’s 1998 Senate reelection campaign in Wisconsin are the most 


„recent and striking examples; the consequences of those campaigns-—Garvey 


lost in a landslide and Feingold barely won a race he by all rights should have 
won handily—sent a loud and clear message that such a course greatly 
increases chances of electoral failure. Since then, no major party candidate, 
not a single solitary one, has dared to emulate them with what is known 


derisively as “unilateral disarmament.” 


Negative Advertising 

There is one crucial area where political advertising differs sharply from 
commercial advertising, and it is here that the blood boils for the likes of 
Ogilvy and Spero. This is negative advertising, where the purpose of the 
advertising is to attack and denigrate the competition. In a commercial 
marketplace such advertising is of little value; although there can be some 
benefit in rare instances to devoting a campaign to attacking a major 
competitor, in general it is a waste of time. The point of commercial 
advertising is to protect and promote sales for the advertiser's product, and 
ultimately increase profitability. There are no bonus points for simply 
decreasing a competitor's sales, and in fact it might just take consumers away 
from the product category altogether, which would be counterproductive. So it 
is unlikely there will ever be an ad produced by Coors (or a front group 


` bankrolled by Coors) to the effect that rumors have it employees at the 


Budweiser plant sometimes may urinate into the vats. 

Not so with political advertising. Negative advertising can be tremendously 
effective, a smashing over-the-top boffo success, even if it does not generate a 
single new voter for the candidate (or supportive independent group) placing 
the ad. If it simply takes voters leaning toward the opponent and makes them 
less likely to vote for the opponent, maybe not vote at all, that is a victory. After 
all the point is to get the most votes and if you lower the number for the 
opponent, that has the same effect as increasing your own total. Moreover 
negative advertising can have the delicious side effect of forcing an opponent to 
respond to charges, no matter haw spurious. Negative advertising can amplify 
spectacularly the classic political move captured by the story of the politician 
who told his campaign manager to start a rumor that his opponent was a child 
molester. “But he isn’t a child molester, is he?” responded the aide. “Of course. 
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not,” said the candidate, “but I want to hear him deny it.” 

` For these reasons negative ads have been a significant percentage of TV 
political ads since records have been kept, and have gradually increased in 
prominence to where they now account for a majority of all TV political ads.” 
The most comprehensive research to date concludes that between 2000 and 
2008 the overall percentage of ‘TV political ads that were negative increased 
from 50 percent to 60 percent.” And 2008 is already beginning to look like a 
tea party at the summer home of the Marquess of Queensbury. The 
percentage and amount of negative attack ads in 2010 was “unprecedented” 
and’ will increase sharply again in 2012 for a simple reason: the new 
independent groups formed with anonymous money following Citizens 
United—unencumbered by identification with candidate, party or even’ 
funding source—devote their resources primarily to negative attack ads.“ 

If political advertising is effective, negative political advertising can be 
especially effective. Obviously, it needs to be deployed with tactical and strategic 
considerations and there is always an element of risk that it could backfire.” 
Even then, research from the 2008 primary campaigns suggests that negative 
ads that are widely regarded in exit polls as having been unfair can still be 
effective, and candidates can still get the votes of the people regarding their ads 
as unfair. Such advertising can sow doubt in people’s “guts,” and that can 
determine how a person votes.” So it is not clear how damaging an “unfair” 
negative ad campaign can be to a campaign. The ones that are usually cited, 
like Jack Conway’s accusation in Kentucky’s 2010 U.S. Senate race that Rand 
‘Paul had acted weirdly when he was a college student, are done by candidates 
who are almost hopelessly behind in the polls and are akin. to a “Hail Mary” 


pass. 

But when done smartly and when fueled by piles of cash it can drive the 
talking points in a campaign like nothing else. When one thinks of the. 
election-changing political ads in recent American history, they have usually. 
been negative and more often than not entirely bogus. In Wisconsin, the 1986 
U.S. Senate race provided a chilling example. Democratic challenger Ed 
Garvey had a solid lead over incumbent Republican Senator Robert Kasten 
two weeks out from election day. Kasten then ran a series of TV ads charging 
Garvey with embezzling money from his days as head of the National 
Football League Players Association. Garvey was low on money and there 
were no available TV spots, so he could not effectively respond——although the 
news media emphasized the charges were unproven, and probably bogus. 
Garvey lost the election by a hair, and shortly thereafter Kasten’s campaign 
apologized for the misleading and inaccurate ads. But Kasten, not Garvey, 
went to Washington for a six-year term. 

Probably the most famous example came two years later in the 1988 
presidential race between Democrat Michael ‘Dukakis, the Govemor of 
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Massachusetts, and then-Vice President Coie H. W. Bush. In late summer 
Dukakis held a seventeen-point lead and was doing especially well with women 
voters and traditional Democrats. Under the aegis of Lee Atwater along with 
his staff that included Roger Ailes, the Republicans test-marketed attack ad 
ideas with a focus group of “Reagan Democrats” i.e. traditional white working- 
class Democrats who could be pried away if the discussion got away from 
economics and core government programs like Social Security and Medicare. 
The research hit the mother lode when Atwater saw how negatively the focus 
group responded to the story of how Governor Dukakis had provided a 
weekend furlough to Willie Horton, a black man who jumped his furlough and 
went on to rape a white woman. Atwater boasted, “By the time this election is 
over, Willie Horton will be a household name.” “The only question,” 
remarked Ailes during the campaign, “is whether we depict Willie Horton with 
a knife in his hand or without it.” 

Willie Horton did indeed become a nena name.” It is unclear how 
decisive the Willie Horton TV ad was to sandbagging the Dukakis campaign, 
but by all accounts it played an important role. What is also noteworthy is that 
the story about Dukakis was entirely decontextualized. The story conveyed 
nothing distinct about Dukakis that would have bearing on his conduct as 
President, and the policies he would have pursued. What came through was a 
scary black guy was raping white women and Dukakis seemed to be his 
unapologetic wingman; it was directly out of Rosser Reeves’ playbook, and it 
worked. (Shortly before the forty-year-old Atwater, an amateur blues musician 
from South Carolina, died of brain cancer in 1991, he is reported to have 


` apologized for the Horton ad, and the racist flames it so triumphantly stoked.) 


The most recent example comes in the 2004 presidential race between 


Senator John Kerry and President George W. Bush. Kerry held a lead over 


‘Bush in the polls coming out of the conventions. Kerry made a big deal out of . 


his record as a decorated soldier in Vietnam,’ and campaigned with his “band 
of brothers,” the term for his fellow Vietnam veterans. The contrast with 
Bush, who had ducked military combat in the Vietnam era, was expected to 
work to Kerry’s advantage. Then a shadowy independent group—Swift Boat 
Veterans for Truth—ran a series of TV ads asserting that Kerry was actually 
a coward who had betrayed his “brothers” while in Vietnam. The ads were 
bogus, and repudiated by the likes of Senator John McCain, but the issue 
became the hot topic of the campaign for weeks. The Kerry campaign was 
staggered by the charges and eventually lost a nail-biter in November. “For 
Republicans a swift boat was a very good thing,” columnist Robert Novak 
stated about the 2004 election. It “kept John Kerry from being president.” ” 
Defenders of negative TV political advertising acknowledge it has a seamy 
underside. Their response, however, is that the solution is to return fire with 
fire. “Responding to ads with ads,” Glenn Richardson writes, “is perhaps the _ 
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most appropriate redress to distorted charges.”*8 “Any ad from one candidate 
or party can always be countered with an ad by the opposing candidate or 
party,” Travis Ridout and Michael Franz state, adding that “This is a 
particular strength of television compared with other forms of campaigning.”*” 
“Advertising provides a visible and relatively effective way to respond to 
attacks,” another team of researchers led: by Franz argues. “For every thirty- 
second distortion, there can be a thirty-second clarification; every accusation 
can be met, every charge responded to in an effective, efficient way.” They 
chastise John Kerry. for failing to respond to the swift boat attack ads 
immediately and with full fire, much as others criticized Dukakis for failing to 
answer the Willie Horton charges in 1988.” 

Franz and his colleagues, to their credit, acknowledge that the amount of 
money it would take to respond to attack ads has become more than a little 
daunting, but they appear reluctant to follow this through to what would be 
uncomfortable conclusions. It allows those with the most money to set the 
agenda for the campaign with bogus and/or irrelevant negative charges and 
forces the opponent to respond with their own gobs of money, or let the 
charges appear legitimate. Psychological research indicates that there is a 
great advantage to playing offense, not defense, and to be the first to levy 
charges against the opponent.*! By this logic, the offended party would be 
wise to shoot first and force the other candidate to respond to their negative ad 
blitz. “Even principled politicians are under enormous competitive pressure to 
succumb to a manipulative politics of unreason,” Bruce Ackerman writes. 
“After all, if your opponents will batter you with hot-button sound bites, it 
won't do your principle much good if you lose the election. The only good 
_ defense is a sound-bite offense!” 

In our view, that is more than a minor drawback to an otherwise functional 
democratic election system. It is absurd, and disastrous. It is eerily close to 
embracing the “mutual assured destruction” of nuclear war games. It is 
American electoral politics. 

And, tragically, that is not the worst aspect of negative political 
advertising. 

What is most striking about negative television political advertising is that it 
accentuates the tendency toward depoliticization. It extends and enhances the 
problem of citizen apathy that is a recurring problem in an inegalitarian society 
and aggravated in a society with a fixed two-party system. It logically follows from 
the clear purpose of negative advertising: to turn prospective voters off from the 
candidates they are most. likely to support. Depoliticization is an eminently 
rational, if ultimately self-defeating, response to the asininity of a political 
universe where negative political advert: 1g is the lingua franca. The trailblazing 
experimental research of Stephen Ansolabehere and Shanto Iyengar has been 
invaluable in this regard. They demonstrate that the main consequence of 
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negative ads is that it demobilizes citizens and turns: them off from electoral 
ai if not public and civic life altogether. As Ansolabehere and lyengar put 

“the demobilizing impact of negative advertising has been a well-kept secret, 
ae a tacit assumption among political consultants.” The trend is toward “a 
political implosion of apathy and withdrawal.” Even those scholars who 
otherwise defend TV political advertising acknowledge that the research 
establishes that “exposure to negativity is likely to increase cyhicism, especially 
among nonpartisans. oe 


Commercial Broadcasting 


It is time to complete the discussion of political advertising by introducing 
a cornerstone of the money-and-media election complex, and the main 
immediate beneficiary of political adverting: the commercial broadcasting 
industry. As we mentioned above, political advertising as it is known in the 
United States would be impossible without a commercial TV system that 
benefits from and encourages paid candidate advertising. Back:in the 1960s 
and ‘70s TV candidate advertising constituted an almost imperceptible part 
of total TV advertising revenues. By the early 1990s the figure nudged up to 
around 2 percent—the National Association of Broadcasters put it at 1.2 
percent for 1996°°—and a decade later TV political advertising was between 
5 and 8 percent of total TV ad revenues. In 2012, political advertising will 
account for over 20 percent of TV station ad revenues.” As New Jersey 
Senator Bill Bradley put it, election campaigns “function as. collection 
agencies for broadcasters. You- simply transfer money from contributors to 
television stations.”*” 

In short, political advertising has become a staple of the commercial 
broadcasting industry, and a foundation for its profitability. It is.a dream 
business as it requires little or no sales force to shake the tree and the money is 
paid-in advance. Wall Street stock analysts can barely contain themselves as 
they envision the growing cash flow. “Voters are going to be inundated with 
more campaign advertising than ever,” one investor service wrote in 2011. 
“While this may fray the already frazzled nerves of the American people, it is 
great news for media companies. ””® “No one loves a good political brawl like 
a U.S. broadcast company. The fiercer the fight, the more money 
broadcasters can expect from campaign advertising—particularly in an era 
when political rhetoric grows more heated every day,” Moody’s Investors 
Service wrote in a special 2011 report touting media stocks as a good buy. 
“There are good political years, and then there are years like 2012, when 
speculative-grade, pure-play television broadcasters expect an unprecedented 
frenzy of political advertising amid_an intense battle for control of both the 
White House and a closely divided Congress.” As Carl Salas of Moody’s 
put it, “Virtually all U.S. broadcasters will benefit from spending on political 
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ads in 2012." ; 

The matter was probably put best by Eric Greenberg, a partner of Paul 
Hastings Janofsky & Walker LLP, who regularly represents broadcasters in 
the buying and selling of television stations. A twenty-year veteran industry 
insider, Greenberg is blunt about the business model of commercial television: 
“Political advertising and elections are to TV what Chnstmas is to retail.” 
He anticipates that due to political advertising being so “huge,” there will 
likely be another wave of mergers and acquisitions among TV stations.°! 

This will drive.ever further the trend toward industry consolidation that 
began in earnest in the 1980s. In addition to the increase in the percentage of 
TV ad revenues coming from political advertising, the number of media firms 
receiving the lion’s share of this bounty has shrunk considerably due to the 
massive wave of media consolidation over the past three decades. 

- This is of particular importance because these media firms form a very 
powerful lobby in Washington to protect their interests, and the larger they 
get, the more politically powerful they become. The corporate media giants, 
spearheaded by the trade association the National Association of 
Broadcasters (NAB), have determined that nothing can be done to tamper 
with the golden spigot of TV political advertising. By the mid—1990s there 
was a concerted effort to require commercial broadcasters to provide free time 
to candidates so as to de-emphasize the role of big money in corrupting the 
election system. Legislation was introduced and public interest groups formed 
_ to organize on behalf of free airtime. This effort had widespread popular 
support, and no known popular opposition that was unaffiliated with the 
money-and-media election complex. l l 

Free airtime for candidates was a reasonable and modest demand; the 
commercial broadcasters received their monopoly licenses and rights to the scarce 
air channels at no charge in return for serving the public interest. The pertinent 
law assumes that these are firms that must go beyond just maximizing their own 
profits to justify their getting these lucrative monopoly licenses over other 
prospective licensees. Those broadcasters that refused to make concessions to the 
public interest would see their monopoly licenses tumed over to a different firm 
when the term expired. (That this was the case in the letter and spirit of the law, 
but not in the application of the law, attests to the power of the commercial 
broadcasting lobby over the years.)™ In legislation and rulings, both Congress 
and the Supreme Court explicitly stated that providing campaign coverage was a 
definitional component of the public service requirements for a broadcaster. The - 
FCC even has a formal expectation that local broadcasters would cover state and 
local races, and until 1991 candidates in such races had an affirmative right of 
access, to the extent the race could: be considered significant.” As political 
advertising and the costs of campaigns mushroomed in the 1980s and ‘90s, the 
amount and quality of commercial television’s .campaign coverage seemed, 
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woefully inadequate, and, on the whole, television’s contribution to electoral 


` democracy was regarded by more than a few Americans as increasingly 


destructive. 

By 1997 the matter reached its apogee as a viable public issue. President Bill 
Clinton came out publicly for free airtime with the formation of the Gore 
Commission. This was a body recommended by the FCC and appointed by the 
White House in 1997 to determine the public service obligations of commercial 
broadcasters in exchange for having received lucrative digital broadcasting 
spectrum for free—valued by some as worth as much as $70 billion—in the 1996 
Telecommunications Act. The President noted upon forming the Gore 
Commission that, although the move from analog to digital signals would give 
broadcasters “much more signal capacity than they have today,” broadcasters had 
“asked Congress to be given this new access to the public airwaves without 
charge”—an end result the President found inadequate: “I believe, therefore, it is 
time to update broadcasters’ public interest obligations to meet the demands of the 
new times and the new technological realities. I believe broadcasters who receive 
digital licenses should provide free airtime for candidates, and I believe the FCC 
should act to require free air time for candidates.” 

The Federal Communications Commission Chair at the time, William 
Kennard, was a strong proponent of free airtime. No radical—he followed the 
FCC pattern and went on to become a multi-millionaire in a lucrative career 
as a wheeler-dealer in the telecommunication industry following his tenure— 
Kennard hoped that the Gore Commission would adhere to the President’s 
wishes. But with several commercial broadcasters among its members, the 
Gore Commission proved next to worthless. “At the end of the day,” 
Kennard said, “the broadcast industry was fundamentally unwilling to accept 
any requirements that they broadcast more public interest programming.” 
“When President Clinton asked that broadcasters set aside free television time 
for: candidates,” the columnist Jeff Cohen wrote at the time, the “NAB 
reacted with the indignation one might expect from the National Rifle 
Association if the president had proposed banning not only assault weapons, 
but hunting rifles, handguns and toy guns.”© Kennard understood the core 
problem. “The Gore Commission report came after.the spectrum had been 
given away. And so the leverage was lost.” 

Although Clinton let the matter drop, Kennard persisted in his efforts to 
get free airtime for political candidates. He knew from getting out on the road 
that the idea was popular everywhere, across the political spectrum. “I’d go 
out to talk to groups, grassroots groups, and I’d say, ‘Well, what about 
breaking some of this dependency of politicians on money by requiring 
broadcasters to give away some of their time for free?’, and people would say 
“Yeah, that’s a great idea,’ and we'd talk about how to do it.” He quickly 


- learned that popular sentiment notwithstanding, the range of discussion was 
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far narrower in Washington.-“You say the same thing at a cocktail party in 
Washington and people would look at you like you were crazy.” 

Congress hardly made things better. In fact, when Kennard badei the 
idea of free airtime for candidates, key: members of Congress made it clear that ` 
Kennard should drop the matter or risk seeing the FCC’s budget cut severely: 
“The job has been.made much harder because of the inflience.of money in 
politics.” Kennard explained what happened behind the scenes: “When I first 
started talking to people about: free air time for political candidates, some of 
my oldest and closest friends in Washington took me to breakfast, and they 
said, ‘Bill, don’t do this,.it’s political suicide, you know. You're just going to 
kill yourself.” And, you' know, they were right. I thought it was so sad that we 
have go distorted the concept of what it means to be a public trustee that you | 
can't even talk about these. issues as an independent regulator without people - 
castigating you. It’s-really sort of outrageous.” 

‘ No regulator or politician. close to the levers of power has dared to expend 
political capital advancing Kennard’s cause subsequently—the i issue has been 
all but abandoned since 2000, even by staunch progressives on the FCC like 
Michael Copps. The corporate- media lobby has only grown in strength, if 
that is possible. The corporate media giants lobby on.many issues and many 
fronts, but when it comes to’ protecting unlimited TV political advertising, and 
unlimited campaign spending, their relationship to any reform effort is, as Jeff 
Cohen observed, comparable to the National Rifle. Association’s relationship 
to movements for gun control. ‘They control the board in Washington. 

The corruption goes far beyond the flexing of lobbying muscle. Perhaps 
coincidentally, precisely as political advertising arrived as manna from heaven 
for commercial broadcasters, they began to lessen or. even’ discontinue: the 
manners in which they had covered political campaigns previously. The 
average ‘number of free presidential messages fifteen minutes or longer ‘that 
broadcasters gave to candidates, for example, fell from sixty in 1952 to twenty 
in 1972 to five in 1988 and, as far as we-can tell, zero thereafter.” Party 
convention’ coverage has shrunk; what were once often major civics lessons for 
Americans from ‘the 1950s through the ‘70s have become mindless scripted 
events. Candidate debates are: less frequently presented now on commercial” 
television, and commercial stations increasingly do .not even carry debates 
except for three presidential and-one. vice-presidential debates. 

Consider the 2010 U.S. Senate race in Wisconsin. Incumbent Russ Feingold 
offered to debate his millionaire opponent in forums across the state, but 
Republican Ron Johnson, who. had no, record in public life and who even avoided 
_-interviews with newspaper editonal, boards. refused. Instead, Johnson let his 
advertisements and those paid for by the Chamber of Commerce, American 
_ Action Network, and sundry organizations that flooded the state with anti- 

Feingold ads .do his talking. Even when Johnson did participate in ‘the. three: 
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` traditional candidate debates available for broadcast by the state’s TV stations, 


4 


some stations avoided airing them in prime time. These same stations were 
broadcasting Johnson ads around the clock, including during the period in which 
the debate was taking place. Wisconsin-lawyer Ed Garvey, a former Democratic 
nominee for governor, tried to tune in to ‘a much-anticipated Feingold-Johnson | 
debate, only to find it was not being-aired. He called the station:and was told he 
could track it down on:a website. “As a citizen, I was left with no option but the 
ads. I got nothing of substance from television stations, ' griped Garvey. “I thought - 
they were supposed to operate in the public interest.” , 
Most ominously, the amount of news coverage of political campaigns on 
commercial television, never much to write home about, has fallen precipitously 
over the past three decades.” Thomas Patterson notes that the amount of network 
TV news coverage of campaigns plummeted from 1992 to 2000 alone.”! The 
average commercial television station provides far more political advertising during 
a political campaign than it does news coverage of the campaigns. This is not only 
true when one looks at the broadcast day as a whole, but it is even true when one 
looks strictly at TV news programs. In a hotly contested U.S. Senate primary 


` race in New Jersey in 2000, $21 million was spent on TV ads, but the stations 


receiving the ads averaged thirteen seconds per day in news time on the race.” 
One study showed that in states with competitive- Senate races in 2004, there 
were four times as many hours given to ads for the race than there was news 
coverage of the races. Another study of the 2006 election found a similar 
pattem.” “Local television news in most communities is unashamedly show 
business, not journalism;” communication scholar Michael Schudson wrote in 
1995, “and devotes only the slightest amount of airtime to local electoral 
candidates and issues.”"* A study of eleven local media markets in 2004 
determined that only eight percent of the 4,333 news broadcasts in the month 
preceding the election had even mentioned a single. local race. The same 
newscasts had eight times as many stories about accidental injuries than they aig 
local races during this month.” ; pP 29, 04 

It applies to all races, regardless of their importance. Researcher Barbara 
Osborn studied local TV news coverage of the last weeks of the 1997- Los - 
Angeles municipal election, including a mayoral ‘race. She found very little 
coverage on the 11 PM newscasts on -network-owned stations; for every. 
minute of election news, there were more than three minutes of election ads. In 
the second from last week of the campaign, KCBS’s |] PM newscast did not 
devote even a second to the election, but-did find time for a report on 
skateboarding dogs and another report on Easter egg-hunting chimpanzees.” 

It has gotten to where the pathetic and appalling state of broadcast campaign - 
coverage no longer requires academic research to be established; it is on a par with 


„stating that people no longer tend to use the telegraph to communicate. One 
“acquaintance we know who was running for governor of a Midwest state as a 
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Democrat in a general election complained to a TV station manager that his 
campaign was not getting any news coverage. “You want to get on the air”. the 
broadcaster replied. “Buy an ad.” Whether intentional or not, commercial 
broadcasters have little incentive to give away for free what has become a major 
profit center for them. 

Increasingly what has happened is that what remains of TV. news coverage of 
campaigns uses political ads as the basis of news stones. By this we do not mean 
that TV news reporters and pundits rigorously fact check the ads ‘their stations 
run and expose the flaws in the ads, any more than the stations’ news divisions 
examine the claims of their commercial advertisers and expose their deceptive 
practices. (One of the studies mentioned above determined that less than 1 
percent of TV news campaign stories critique any political advertising.) To the 
contrary, TV news increasingly publicizes TV ads, especially controversial ones, — 
and assesses how much political impact the ads are having as the basis of their 
political journalism. It is a cheap and easy way to cover politics, reaffirms that the 
Commercial is King, and reminds candidates that the path to news coverage goes 
through the ad sales department. Indeed, each of the examples of negative 
presidential ads in the last section—from Willie Horton to swift boats—gained 
far more attention from the TV news coverage of the. matter than from the ads 
themselves. It is now part of the strategy in the money-and-media election complex 
to use ads strategically to drive or shift news coverage. 

The discussion in this chapter leads to two questions. First, why does 
television get the preponderance of political adyertising in an era when people are 
spending more and more time online? “Online is how you preach to the 
converted,” Goldstein explains. “TV is how you reach the undecided, the passive 
viewers of politics.” “When it comes to political advertising,” AdWeek writes, 
“digital is still just a sideshow.” As Eli Pariser puts it, with regard to the Internet, 
“the state of the art in political advertising is half a decade behind the state of the 
art in commercial advertising.” 7 Goldstein says one of digital’s main functions at 
present is‘for" ‘fundraising so that a lot of money can be spent on TV.”” At some 
point, however, the audience for television almost certainly will decline sufficiently 
that the money will begin to flow in different directions. Whether this will lead to a 
weakening of the money-and-media election complex, or, as with commercial 
advertising, the money will simply flood whatever new arena emerges, possibly in 
a more insidious manner, is another matter altogether. 

Second, nearly every scholarly treatment of political: advertising acknowledges 
many or most of the defects we. highlight in this article; indeed, we draw much of 
our critique from ihis research. Many of these scholars, however, are sanguine 
about political advertising’s role’in Amencan democracy. Their defense of political 
__ advertising invariably assumes there will be a credible political journalism—a viable 
Fourth Estate if you will—that will provide an effective counterbalance to political 
advertising, if not provide the preponderance of political information to the 
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citizenry. This article has demonstrated the record of how television journalism has 
all but abandoned its duty to provide some sort of balance or corrective to political 
advertising. What little print or online media remain are more obsessed with 
pointless prognostication and assessing campaign spin than anything else. They are 
part of the problem, not the solution. 

` The USS. electoral system is wallowing in a sea of money, idiocy, and 
corruption precisely at the moment the nation’s growing problems demand 
solutions that work to the benefit of the vast majority of Americans—the 99 
percent—who have no role in the current regime except to be manipulated 
and exploited. This is going to be a defining political struggle going forward, 
until it is resolved. 
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Progress in human affairs, whether in science or in history or in society, 
has come mainly through the bold readiness of human beings not to confine 
themselves to seeking piecemeal improvements in the way things are done, but 
to present fundamental challenges in the name of reason to the current way of 
doing things and to the avowed or hidden assumptions on which it rests. | 
look forward to a time when the historians and sociologists and political 
thinkers of the English-speaking world will regain their courage for that task 


—E.H. Carr, What Is History? 
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Author’s Note: ‘My book The ivist Handenffs: of’ Capitalism 
(Monthly Review Press, 2011), from’ which this article is adapted, tells the 
story of how orthodox economists have systematically excluded all consideration 
of work, workers, and working conditions from mainstream ecoitomic ic' theory, as 
well as the damage created as a result of that distortion. ‘Neoclassical a bot 
_are concemed about the’ workers’ transactions with capital, but they care little 
`. about the workers themselves or their working conditions. Workers rherely 
- accept a wage bargain, go to work, and finally collect a wage. What ‘happens at 
the workplace is irrelevant. The wage bargain is presumed to be voluntary, 
agreeable to both workers and their employers..In-fact, the relationship between 
labor and capital is anything but voluntary.. Capitalism. -uses~-a--variely of 
weapons to make labor conform to its needs. The book compares‘this control fo! 
a Procrustean bed. According to Greek legend, Procrustes was an innkeeper 
who made his guests fit into an iron bed. He stretched the short ones and 
amputated the tall ones until they were the proper dimensions. Monetary policy 
is a Procrustean weapon. What follows is adapted from the book. It tells the 
story of how the Federal Reserve System sadistically wields monetary policy to 


keep wages i low. ` 


Pamu Edwin Dickens has ‘written a series of significant articles 
analyzing the minutes of the meetings, dating back to the 1950s, of the Open 
Market Committee of the Federal Reserve Board. (The Committee is ‘the 
main policy-making body of the Board.) Dickens’s research ‘shows 
convincingly that the Federal Reserve's partisan behavior is designed to tilt 
.the economy’ in the direction of the wealthy by making Workers more 
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Dickens reported numerous occasions when participants voted to tighten 
the money supply just before major union contracts were about to expire. 
The minutes indicate that the specific intent was to. force employers to be 
less: generous with their wage. offers during contract négotiations.'. 

A recent study formalized Dickens’s work. by attempting to KARNA 
whether the policy actions of the Federal Reserve were responses to inflation 
or to low unemployment. The study concluded that “a baseless fear of full 
employment,” rather than the prevention of inflation, was the guiding 
principal of the Federal Reserve.” The conclusion of this study should come 


` as little surprise to people familiar, with the Federal Reserve's obsession with 
the danger of high wages. 


Defenders of such policies justify the temporary reaction of job creation, 
contending that the Federal Reserve is merely trying to curb excessive growth. 


, According to, this school of thought, the Federal Reserve is simply. preventing the 


kind of excesses that lead to.severe recessions or depressions. Slowing down 
growth today may be necessary to provide for a higher sustainable growth rate in 
the future. Most economists argue that.the cumulative-effect of even a fairly small 
increase in growth rate can be substantial—more than.enough to sampeaate for a 
temporary slowdown. i 

.The defenders are wrong. Periodic ddoi that the Federal Raek 
engineers to undermine wage growth are unlikely to stimulate economic growth. 
In fact,: according to a study by the Bank for International Settlements, 
slowdowns actually seem to diminish, rather than promote, long-term ‘growth.’ 
Over and above the dramatic effects of intentionally engineered slowdowns, the 
steady effort to keep wages in check also probably reduces the ‘rate of growth. . 
As economists continually warn, the cumulative- effect of a reduced rate of 
economic growth can be substantial. This loss must count as another cost of 
Procrusteanism. 

In the 1920s, John Maynard Keynes diaba tke effect of this sort of 
monetary policy on workers: “the object of credit restriction. ..is to withdraw from 
employers the financial means to employ labour at the existirig level of wages and 
prices. The policy can only attain its end by intensifying unemployment without 


. limit, until the workers are ready to accept the necessary reduction of money wages 


under the pressure of hard facts.” Keynes’s description of this policy seemed to 
frame it as a form of Procrustean class warfare. “Those who are attacked first are 
faced with a depression of their standard of life, because the cost of living will not 
fall until all the others have been successfully attacked too; and, therefore, they are 
justified in defending themselves...they are bound to resist so long as they can; 
and it must be war, until those who are economically weakest are beaten to the 
ground.”* Keynes concluded, “It is a policy, nevertheless, from which any humane 
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or judicious person must shrink.” 

The Federal Reserve’s fight against wages can be intense. In 1979, 
shortly after taking the reins at the Federal Reserve, Paul Volcker announced 
new operating procedures and a determination to hold inflation in check. At 
first, many powerful people doubted whether Volcker would be willing to 
follow through with his plans, which were sure to create enormous casualties. 
A front-page story in the Wall Street Journal, “Monetary Medicine: Fed’s 
‘Cure’ is Likely to Hurt in Short Run by Depressing Economy, Analysts 
Say,” expressed this sentiment. The paper noted, “Among those who are 
skeptical that the Fed will really stick to an aggregate target is Alan 
Greenspan...who questions whether, if unemployment begins to climb 
significantly, monetary authorities will have the fortitude to ‘stick to the new 
policy.*” 

Around this time, and possibly in response to the article, Volcker invited 
‘the editor of the paper’s editorial page, his deputy, and the features editor to a 
lunch at the’ New York branch bank of the Federal Reserve. Volcker asked 
-his guests, “When there’s blood all over the floor, will you guys still support 
me?” The deputy editor responded affirmatively, later proudly recollecting, 
“There was blood indeed, as overextended Latin borrowers and American 
farmers were caught out by a return to a sound dollar. But we held fast.”° 

Volcker’s militaristic analogy (expressed privately to the staff of the Wall 
Street Journal) let the cat out of the bag. The effort to tame inflation was, in 
reality, mostly a class war. In fact, Volcker -himself had intended to spill 
blood. He expressed his intentions in another way: 


© [Volcker] carried in his pocket a little card on which he kept track of the 
latest wage settlements by major labor unions. From time to time, he called 
various people around the country and took soundings on the status of 
current contract negotiations. What is the UAW asking for? What does 
organized labor think? Volcker wanted wages to fall, the faster the better. 
In crude terms, the Fed was determined to break labor.” 


Vida tightened. the money supply to such ‘an extremé degree that the 
-United States experienced what was then the worst economic downturn since 
the Great Depression. Volcker only let up when the collateral damage became 
too great. Mexico, which owed a great deal of money to U.S. banks, seemed 
to be on the brink of bankruptcy, thereby threatening the U.S. banking 
system. Citibank was effectively bankrupt. 


Later Michael Mussa, director of the Department of Reseach at the’ 


International Monetary Fund, looked back fondly at Volcker’s 
accomplishment. Mussa continued the military analogy, praising Volcker’s 
victory in vanquishing “the demon of inflation”: “The Federal Reserve had to 
show that when faced with the painful choice between maintaining a tght 
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monetary policy to fight inflation and easing. monetary policy to combat 
recession, it would choose to fight inflation. In other words to establish its 
credibility, the Federal Reserve had to demonstrate its willingness to spill 
blood, lots of blood, other people’s blood.”"? 

Interestingly, the intended enemy of this warte workers—went 
unmentioned in this recollection, as did the collateral damage to farmers and 
the Latin Americans. But what had workers done to make the state treat them 
as enemies? Were these people culpable of some evil act for wanting more 
than a pittance? 

The Federal Reserve serves the needs of the powerful. Its vole i is to protect 
capital against the interests of labor. In order to maintain labor discipline, the 
Federal Reserve Board is entrusted with the task of maintaining a level of 
unemployment high enough to keep workers fearful of losing their jobs. 

Just compare the bloodlust of those leading the attack on labor with the lax 
disciplinary mechanisms for the corporate elite. Based on an extensive survey 
of major corporations, Michael Jensen, a professor emeritus at Harvard’s 
Graduate School of Business, found 94 percent of all contracts for chief 
executives prevent them from being fired for unsatisfactory work without a big 
severance package. In 44 percent of the contracts, this protection even 
included those convicted of fraud or embezzlement.'' This should be a 
national scandal. As Warren Buffett told his shareholders, “Getting fired can 
produce a particularly bountiful payday for a CEO. Indeed, he can ‘earn’ 
more in that single day, while cleaning out his desk, than an American worker 
earns in a lifetime of cleaning toilets.. Forget the old maxim about nothing 
succeeding like success: Today, in the executive suite, the all-too-prevalent 
rule is that nothing succeeds like failure.”'? 

Soon afterward, Stanley O’Neal proved Buffett to be correct. In 2007, 
after announcing an initial estimate that his firm had lost almost $8 billion 
that quarter, Mernll Lynch let him go with $161.5 million in stock, options, 
and other retirement benefits. One compensation expert said, “J. wish my 
performance was so bad that I could get $160 million to leave.”'? As the 
economic crisis unfolded, O’Neal’s successor, as well as a host of other failed 
executives, collected comparable rewards. 

Sado-monetarism is not so much a matter of monetary disciplines as most 
economists would have. it, but of class discipline. In the 1960s, Harry 
Johnson, a conservative professor from the University of Chicago, writing in a 
journal dominated by the conservative perspective of his school, offered a 
shockingly honest evaluation of the class bias of monetary policy. “From one 
important point of view, indeed, the avoidance of inflation and the 
maintenance of full employment can be most usefully regarded as conflicting 
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class interests of the bourgeoisie and the proletariat, respectively, the conflict 
being resolvable only by the test of relative political power in the society and 
its resolution involving no reference to an ovemiding concept ‘of the social 
welfare.”'4 
The level of nani da a rough nia sf me difficulty of 
getting a. new job. But what about the ‘probability of getting an equally 
desirable job? Recent economic changes have made such prospects 
increasingly unfavorable. In today’s job market, losing a well-paying job 
generally means downward mobility—having to settle for less-desirable 
employment in the future. 
Not: surprisingly, unemployment takes a heavy toll on people’s ache: 
‘Unemployment and the threat of future downward mobility mean humiliation 
not only for the worker, but also for the entire family. Losing access to what 
one considers a normal level of consumption can be a wrenching family 
experience. Children and spouses suffer embarrassment when they are unable 
to afford the kind of consumption to which they had become accustomed. 
Being unemployed is more stressful than divorce or marital separation." 
People can get over the pain of divorce or separation, but the psychological 
toll of unemployment lingers. 
Psychologists have found that people who have lost a limb are naturally 
unhappy about their condition, but, after a while, they return to their previous 


“> level of happiness. But the -unemployed do not. Richard Layard, a 


highly-respected British economist who recently turned to the subject of 
happiness, observed, “So unemployment is a very special problem. Moreover, 
it hurts as much after one or two years of unemployment as it does at the 
beginning. In that sense you do not habituate to it (though it hurts less if other 
people are out of work too). And even when you are back at work, you still 
feel its effects as a psychological scar.”' 

Psychologists also know that dread—-the anticipatory fear of a likely 
experience—can be even worse than the event itself. So long as workers feel a 
strong dread of unemployment, a lower threshold of unemployment will be 
sufficient to make workers compliant. 

This psychological knowledge ‘played an important role in setting 
economic policy during the late 1990s. At the time, the economy was 
growing. Low interest rates first fueled the dot.com bubble, and then, after its 
collapse, led to the housing bubble. Unemployment was creeping downward. 
Wages were increasing, but only modestly. Even so, business feared that 
unemployment was headed to dangerously low levels. Yet Alan Greenspan, 
Chairman of the Federal Reserve Board, refused to increase interest rates, 
knowing that despite lower unemployment, the dread of unemployment 
(engendered by the memories of more than twenty years of successful 
employer and government class: warfare) by itself was sufficient to keep wages 
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an check. 


One major factor in the RERE A of de 5 was the effect of 
globalization. Greenspan understood that he did not have to use the powers of 
the Federal Reserve to create unemployment. The pool of unemployment had 
expanded to include hundreds of millions of workers outside the United 
States. Workers who.-make strong demands are likely: to be’ met by’ an 
employer threat to move production offshore. In this environment, the dangers 
of higher wages and -declining labor discipline were insignificant. This 
realization gave Greenspan confidence to keep interest rates low. The high 
stock market and housing prices were not a matter of concern for him. `. 

Greenspan’s confidence was a reflection of what George Orwell called _ 

“the haunting terror of unemployment.” In Orwell’s words, “the working man 
demands...the indispensable minimum without which human life cannot be 
lived at ‘all. Enough to eat, freedom from ‘the haunting terror of 
unemployment, the knowledge that your children will get a fair chance.”"” 

` Greenspan explained his monetary strategy in similar, but less eloquent, 
terms, bluntly noting the state of what he called the “traumatized worker.” He . 
was not referring to the traumatization of the unemployed workers, but rather 
that of the employed workers who. dreaded the possibility of unemployment. 
Traumatization refers to a condition that causes people to suffer serious 
disorders—the’ kind with potentially grave consequences. The association of 
post-traumatic stress disorder and the threat of unemployment might seem 
farfetched, if the source were someone less eminent than Alan Greenspan. 

As Robert Woodward reported, Greenspan saw the traumatized worker 
as “someone who felt job insecurity in the changing economy and so was 
resigned to accepting smaller wage increases. He had talked with business 
leaders who said their workers were not agitating and were fearful that their 
skills might not be marketable if they were forced to change-jobs.”"® 

With wages held in check while the economy boomed, inequality soared 
during the late 1990s. In 1997, responding to a question from Representative 
Patrick Kennedy, Greenspan, who made a science of public evasiveness, 
blamed the resulting growth in inequality on technology and education, while 
excusing his own contribution. “It is a development which I feel uncomfortable _ 
with. There is nothing monetary policy can do to address that, and it is 
outside the scope, so far.as | am concerned, of the i issues with which we 
deal.” !° 

I do riot believe that Greenspan ever used the expression “traumatized 
worker” in his public pronouncements. He always chose his words carefully, 
and he perfected a language that was legendary for its obscurity. Still, his less 
inflammatory words conveyed the same message. For example, he testified 
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before Congress that, “The rate of pay increase still was markedly less than 
historical relationships with labor market conditions would have predicted. 
Atypical restraint on compensation increases has been evident for a few years 
-now and appears to be mainly the consequence of greater worker insecurity.””” 

Greenspan was correct in his assessment of the situation facing workers. 
He had numbers to back him up, reporting that, “As recently as 1981, in the 
depths of a recession, International Survey Research found twelve percent of 
workers fearful of losing their jobs. In today’s tightest labor market in two 
generations, the same organization has. recently found thirty seven percent 
concerned about job loss.”2! 

Greenspan was not the only official at the Peal Reserve who 
appreciated the benefit of low unemployment without wage increases. One of 
the governors of the Federal Reserve, Edward W. Kelley, Jr., spoke up at a 
meeting of the Open Market Committee about “the good results that we are 
getting now.” He went on to say: 


I don’t know how much, (sic) has to do with the so-called traumatized 
worker. How long is the American workforce going to remain quiescent 
without the compensation increases that it thinks it should get? When — 
employment is as strong as it is right now, I don’t think we can depend on 
having permanently favorable results in that area. This has been a rather 
big key to the present happy macro situation where we -have a high 
capacity utilization rate and a relatively low inflation rate. We all feel 
rather good about that.” 


Economists also realized what was happening to labor. Not long after 
l Greenspan’ s comments about identifying speculative bubbles, Nobel Laureate 


Paul Samuelson told a conference sponsored by the Federal Reserve Bank of ' 


Boston that “America’s labor force surprised us with a new flexibility and a 
new tolerance for accepting mediocre jobs.”” 


Work stoppages offer a quantitative measure that suggests how effectively 


labor was tamed. Between 1966 and 1974, the number of work stoppages 
involving 1,000 workers or mare never fell below 250. The average was 352, 
with a peak of 424 in 1974. Work stoppages then began to fall off rapidly, 
reaching a low point of fourteen in 2003, and rising slightly to twenty-one in 
2007.24 Then as the economic crisis took hold, many workers had to accept 
serious declines in wages and benefits. 

And while one might expect that lower wages would cut into consumer 
demand, according to a study in the Journal of Consumer Research, “people 
use consumer purchases to compensate for psychological states of 
insecurity.” Many families had to take on considerable debt to maintain their 
standard of living, and this debt reinforced the dangers of unemployment. 
Workers’ acceptance of mediocre jobs at modest wages paid handsome 
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dividends for business, creating more demand (through debt), while making 
workers even more fearful of losing their jobs. In addition, workers’ insecurity 
also meant that they were less likely to quit in search of better employment, 
allowing employers to avoid the costs of recruiting and retraining replacement 
workers. Perhaps best of all, employers could enjoy this bounty without having 
to call upon the Federal Reserve to slow down the economy. 

Of course, the stresses and fears of traumatization will probably interfere 
with performance on the job, although business is not likely to notice. After 
all, work, workers, and working conditions remain far from view as long as 
workers give no indication that they are not following orders. ` 

William McChesney Martin, chairman of the Federal Reserve between 
1951 and 1970, used to say that the job of the Fed was to take away the 
punch bowl when the party gets going. With labor traumatized, the Federal 
Reserve no longer had to maintain a watchful eye over the economy. Instead, 
the Fed carelessly spiked the punch bowl with low interest rates and limited 
oversight of the financial system, fueling a series of bubbles during the 
Greenspan years. 

The bursting of those bubbles ultimately traumatized much of the world. 
Although Greenspan was confident that labor was in no position to challenge 
capital, much of the rest of the economic punditry were still obsessed with: 
keeping labor in check—so much so that they were unable to pay attention to 
the impending disaster. 

In stark contrast to the sadistic attitude toward labor, when speculative 
excesses or some other miscalculation create adverse economic conditions 
that threaten to harm powerful business interests, especially in finance, the 
Fed is almost certain to rush in to the rescue. Then, they will throw money 
at business interests—hanging labor out to dry. 


Notes 


Edwin Dickens, “The Great Inflation and U.S. Monetary Policy in tha Late 1960s: A Political Economy Approach,” 
Social Concept, 9, no. 1 (July 1995): 49-82; and “The Federal Reserve's Tight Monetary Policy during the 
1873-75 Recession: A Survey of Possible Interpretations,” 7he Review of Radical Political Economics, 29, no. 
3 (Summer 1997): 79-91. 

2 James K. Galbraith, Olivier Giovannoni, and Ann J. Russo, “The Fed’s Real Reaction Function Monetary Policy, 
Inflation, Unemployment, Inequality, and Presidential Poktics,” Levy Economics Institute Working Paper no. 
511, August 2007, http://lavy.org. 

3 Valerie Cerra and Sweta Chaman Saxena, “Growth Dynamics: The Myth of Economic Recovery,” American 
Economic Review 98, no. 1 {March 2008): 438-57. 

4 John Maynard Keynes, “The Economic Consequences of Mr. Churchill {1925),” in Essays in Persuasion, vol. 9: The 
Collected Works of John Maynard Keynes, ed., Donald Moggtidge (London: Macmillan, 1972), 218. 

5 Ibid., 211. : 


6 lbid., 218. 


7 Wall Street Journal, October 9, 1979. : 

8 George Melloan, “Some Reflections on my 32 Years with Bartley,” Waf Street Journal, December 16, 2003. 

9 William Greider, Secrets cf the Temple (New York: Simon and Schuster, 1987), 429. 

10 Michael Mussa, “U.S. Monetary Policy in the 1980s,” in Martin Feldstein, ed., American Economic Policy in the 


ANALYTICAL MONTHLY REVIEW/ APRIL 2012 





MICHAEL PERELMAN 


1980s (Chicago: University of Cricago Press, 1994), 81, 112. 

11 Louis Uchitelle, “Advocate of Paying Chiefs Well Revises Thinking,” Mew York Times, September 28, 2007. 

12 Warren Buffett, “Annual Latter to the Shareholders of Berkshire Hathaway inc. 2005,” httpdi 
berkshirahathaway.com. 

13 Walter Hamilton and Kathy M. Kristof, “Merrill Lynch Chief Resigns,” Los Angefes Times, October 31, 2007, 
http:/farticlas.latimes.com. 

14 Harry G. Johnson, “Problems of Efficiency in Monetary Management,” Joumal of Political Economy 76, no. 5 
(September 1988): 886. 

15 Andrew E Clark and James J. Oswald, “Unhappiness and Unemployment,” The Economic Journal 104, no. 424 
(May 1994): 658. 

16 Richard Layard, Happiness: Lessons from a New Science (New York: Penguin Press, 2005}, 67. 

17 George Orwell, “Looking Back on the Spanish War (1943),” in The Cofected Essays, Journelism and Letters, vol. 
2: My Country Right or Left, 1940-1943 (New York: Harcourt Brace and World, 1968), 285. : 

18 Bob Woodward, Maestro: Greenspan's Fed and the American Boom (New York: Simon & Schuster, 2000), 183. 

19 Alan Greenspan, “Testimany Before the Subcommittee on Domestic and International Monetary Pokcy of the 
Committee on Banking and Financial Services House of Representatives,” March 5, 1997, 
http://commdocs.house.gav. 

20 Alan Greenspan, “Statement Before the Committee on Banking, Housing, and Urban Affairs, U.S. Senate, 
February 26, 1997,” Federal Reserve Buletin 83, no. 4 (April 1997): 254. 

21 Alan Greenspan, “The Interaction of Education and Economic Change: Address to the 81st Annual Meeting of the 
Amarican Council on Education,” Washington, D.C., Fetruary 16, 1999, http://federalraserve.gov. 

22 Governor Edward W. Kellay Jr., “Federal Open Market Committee Meating Transcripts,” August 22, 1995, 
http:lltederatresarva.gov. 

23 Paul A. Samuelson, “Summing Up On Business Cycles: Opening Address,” in Jeffrey C. Fuhrer and Scott Schuh, 
ads., Bayand Shocks: What Causes Business Cycles, Federal Reserve Bank of Boston Conference Series 42 
(Boston: Faderal Reserve Bank of Boston, 1998), http://bos.frb.org, 36. 

24 United States Department of Labor, Bureau of Labor Statistics, “Major Work Stoppages in 2007,” February 13, 
2008, http:fbls.gov. 

25 Derek D. Rucker and Adam D. Galinsky, “Desire to Acquire: Powerlessness and Compensatory Consumption,” 
Joumal of Consumer Research 35, no. 2 (August 2008}: 257. 


Dy 


MONTHLY REVIEW Fifty Years Ago 


- Marxism has always stressed that the “lumpenproletariat”—and a very 
large proportion of the urban population of underdeveloped countries 
necessarily falls into that category—is a potential reservoir from which 
reaction can recruit its shock troops.... The lesson, of course, is that 
progressive leadership everywhere must redouble its efforts to reach these 
lowest strata of society, to explain to them the real reasons for their misery, 
to inculcate in, them a sense of solidarity with the working class and the 
peasantry, and to win them over or at least neutralize them in preparation 
for the long and hard political struggles still to come. What is needed here 
is not only propaganda and education but also ‘practical, assistance to the 
urban masses in alleviating the intolerable conditions under which they - 
live. 

—Leo Huberman and Paul Sweezy, 


“Some Lessons From British Guiana,” Monthly Review, April 1962 
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Faux Internationalism and Really 
Existing Imperialism 


Ellen Brun and Jacques Hersh 


If truth is the first casualty of war, military intervention in the name of 
humanitarian ideals should likewise be the subject of skepticism. Such an 
approach is called for as the discourse of the Responsibility to Protect civilian 
populations is becoming a doctrinal principle in the West’s foreign policy > 
toolbox. The notion that these big powers have the right to intervene in other 
(weak) countries’ internal affairs threatens to transform the foundation, if not 
the praxis, of international law. 

Simultaneously, the ideology of “hurnanitarian interventionism,” which 
stands almost uncontested, can be interpreted as legitimizing a hidden 
political agenda. It has the potential of blurring existing ideological and 
political differences between neoconservatives, liberal internationalists in the - 
United States and Europe, and a large section of left-wing forces around the 
world. All these currents have found common grounds in vindicating 
NATO’s military violations of the principle of national sovereignty. Seen in 
retrospect the process began with the Cold War’s end and its promised 

“peace dividend.” 

According to Walden Bello, the precedent of the Western intervention in 
the Yugoslavian conflict without regard to that country’s sovereignty provided 
the justification for the invasion of Afghanistan; in turn, these two 
interventions served to legitimize the invasion of Iraq and NATO's war in 
Libya. The regime change in the latter case is being turned into a benchmark 
for future “humanitarian” interventions by the “international community” with 
Syria next on the list. Removal of the Ba’ath Party from power would make 
the Middle East free of Arab nationalist regimes and add to the pressure on 
Iran and last, but not least, enhance the regional position of Israel. 

In this connection, the role of the transnational mass media (in alliance 
with politically motivated human rights organizations) in the mobilization cf 
public opinion for the principle and practice of interventionism should not be 


ELLEN BRUN, a researcher on development issues and international relations, is a longtime 
activist on the Danish lefi. JACQUES HERSH is professor emeritus of Aalborg University, 
Denmark and former head of its Research Center on Development and International Relations. 
They have worked together for many years. 


ANALYTICAL MONTHLY REVIEW/ APRIL 2012 l 35 


ELLEN BRUN AND JACQUES HERSH 


underestimated. It was on the basis of an intense media campaign in support 
of the Western-sponsored Libyan League for Human Rights that the case 
found its way to the UN Security Council. In this respect, the role of the 
Qatari-owned Al Jazeera news network was of determining importance. Qatar 
is a key member of the pro-U.S. Gulf Cooperation Council encompassing 
repressive monarchies whose alliance with the West belies NATO’s professed 
concerns for human rights and democracy in the Vliddle East and elsewhere. 

The problem with the conceptual framework of humanitarian 
interventionism is related to its abstraction from zeoeconomics and geopolitics 
as well as disregard for the disparity of power and influence in the world. 
Notwithstanding the appeal of this discourse, the international system is not a 
level playing field. In a world where “might makes nght,” the acceptance of 
Responsibility to Protect as the norm in irter-state relations gives the 
hegemonic powers ideological legitimization for evene in weaker 
countries against noncompliant regimes. 

Historical experience shows that there are good reasons to aloubi the 
prevalence of humanitarian concems as the fore gn policy motivation of most 
nation-states. Not the least of which is the tendemcy of the big powers to cloak 
their foreign policy behind high-sounding moralistic discourses. The mixing of 
humanism and war on the part of an imperialist power is, and remains, an 
oxymoron. “Humanitarian” bombing and occupation are not measures to 
further peace, and military destruction is neither environmentally friendly nor 
energy saving. 

The Source of Post-Second World War U.S. S-rategy 


Only the gullible can believe that the United States. maintains military 
bases in about 150 countries and a “defense” budget accounting for more 
than two-fifths of global military spending simply in order to sustain human 
rights, good governance. etc. in the world. Unless of course one believes that 
military Full Spectrum Dominance of the United States is the necessary cost 
for these goods. 

A more realistic position to understand the unfolding of contemporary 
politics is to look beyond the discourses and cantextualize the practice. The 
guiding lines for U.S. foreign policy were estab.ished in the immediate post- 
Second World War period some sixty years ago. It was in 1948, in the 
context of the beginning Cold War and the decolonization process, that the 
State Department’s Policy Planning Staff, under the directorship of George 
Kennan, formulated what was to become the gist of U.S. international 
strategy. There is no evidence to indicate a deviation from the document's 
recommendations in the practice of American foreign policy ever since. Still 
today, it is instructive to focus on its basic assumptions and strategic 

considerations as these shed light on the present attempt to remold the world 
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in order to preserve American “exceptionalism”: 


We have about 50 per cent of the world’s wealth, but only 6.3 per cent of 

its population... Our real task in the coming period is to maintain this 
“ disparity... To do so we will have to dispense with all sentimentality and 
_day-dreaming.... We need not deceive ourselves that we can afford the 

luxury of altruism.... We should cease to talk about vague, unreal 
` objectives such as human rights, the raising of living standards, and 
’ democratization. The day is not far off when we will have to deal in 
straight power concepts.’ 


The call for “realism” does not of course mean that the emphasis on 
humanitarian values cannot be used 10 serve the same strategic interests—that 
is, the preservation of the unequal distribution of world resources. As the nght 
to intervene in the internal affairs of a country is based on the assumption that 
such actions are per definition earmarked for Third World nations, it is 
essential to take the structure of the world system into consideration. In this 
optic, the development of the ideology and practice of the West with regard to 
economic, political, and military interference in non-European regions of the 
world can be seen as the continuation of an age-old historical relationship. 


The History of Western Interventionism and the Libya Case 


Discarding the history of Western interventions based on the Right to 
Plunder, the present discourse and strategy based on the Responsibility to 
Protect is presented as a novelty, i.e. bringing morality in international 
politics. This is taken at face value by large sections of the Western left with 
some going as far as to criticize the proto-socialist and populist governments of 
Latin America for their support of the Qaddafi regime against the armed 
intervention of NATO in what very early became a civil war in Libya. 

< The position of vanable anti-impenalism, taken by the humanitarian- 
interventionist left, leads to confusion and reductionism of international 
politics away from an understanding of the structural and institutionalized 
unequal access to and division of resources on the world scale. Given the 
hegemony of the humanitarian mindset, much of the left in Europe supported 
the NATO air war in Libya as a politically correct preemptive intervention to 
prevent an alleged potential massacre of civilians by the Qaddafi regime. The 
result was an absence of anti-war apposition in Europe and North America. 
In the words of Walden Bello, “the Libyan case will perhaps go down as one 
of the worst abuses of the doctrine cf humanitarian intervention.” 

In this relation, it is interesting to note, although Al Jazeera pushed for the 
international intervention in Libya, Marwan Bishara, a senior analyst and 
editor.at the network, confirmed that the collateral price was high. He wrote 
that before the start of the Western military support for thé anti-Qaddafi 
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forces, the estimated number of deaths had stood at about one or two 
thousand. But by the time of the defeat and murder of Qaddafi, tens of- 
thousands of Libyans had lost their lives. He also noted that while some 
analysts have put the figure at’ 20,000,: other estimates are double that 
number! In contrast, NATO did not suffer any casualties. 

For students of international political economy and for progressives in 
general, there are many instructive aspects of this “humanitanan” intervention 
which are worth taking into consideration. Much has been. written on the unity of 
purpose behind the leading Western nations’ decision to participate in the civil 
war on the side of the anti-Qaddafi forces. The impression is that the initiative 

‘came from European powers, principally France and Bntain. This fitted rather 

well with the White House in Washington who was not keen on antagonizing 
‘the African-American community by launching a military conflict against an 
African-Arab country. However, according to President Obama, the’ United 
States had, in fact, from the very beginning been “leading from behind”! 

Whatever the decision-making process itself, the question arises: Was 
NATO's war in Libya, and the subsequent regime change, a new structural 
development in world politics? Has an emerging bloc of Westem nations—. 
supported and encouraged by the Arab League, acting in apparent unison, and 
without significant opposition - from other power centers—brought about a 
presumed virtuous regime change in a Third World country? 

In his ‘address to the UN General Assembly on September 21, 2011, . 
President Obama implied that the Libyan case could become the ideal type for 
future North-South relations: “This is how the international community is 
supposed to work—nations standing together for the sake of peace and security, 
and individuals claiming their rights.” Put into other words, “the international 
community is supposed to work” by “kinetic” military actions: consisting of air ° 
power, along with special forces and other covert operators on the ground, 
which assist a rebellion against a government that had come into Washington’s 
crosshair. 

Even though, according to the president, the victory showed that “the will 
of the coalition proved unbreakable,” the war in fact had not been 
uncontested. China and Russia, members of the Security Council, did not 
veto Resolution 1973, but neither did they vote for it. Misgivings were 
expressed by countries such as the BRICS, the African Union, and the — 
ALBA countries in Latin America. Even Germany was not. enthusiastic 
about imposing a no-fly zone on Libyan forces. 

At the end of the day, governments representing the majority ‘of the 
world’s population dissented from NATO's war on Libya. A fundamental 
fault line in international politics has emerged. Having acquiesced to the no- 
fly zone resolution by no: applying their veto, the two members of the Security 

' Council, China and Russia, can in the future be expected to be more 


38. , ANALYTICAL MONTHLY REVIEW/ APRIL 2012 


FAUX INTERNATIONALISM AND REALLY EXISTING IMPERIALISM 


militantly opposed to Western attempts to use the United Nations as a 
legitimizing cover for intervention in the affairs of countries of the Third 
World. Their double vetoes to a Western resolution of sanctions against the 
Syrian regime in October 2011 and February 2012 is a case in point. 


Cooperative Imperialism versus Rivalry 


The cooperation of the Western capitalist states, as represented by their 
political/military participation in the Libyan civil war, brings to mind the 
theoretical discussion concerning the structure of the capitalist inter-state 
system that took place at the beginning of last century within the Marxist 
tradition. In an article published in 1914, the theoretician Karl Kautsky had 
predicted the arrival of “ultra-imperialism” or “collective imperialism”—a 
bloc of imperialist nations acting together in relation to the colonial world. 
Disagreeing with this thesis, Lenin maintained that such a construction could 
only be of a temporary nature as contradictions between them would arise and 
lead to conflict. While the First and Second World Wars seemed to confirm 

-Lenin’s understanding of imperialism as Germany, Japan, and Italy 
-challenged the hegemonic order, the post-Second World War Western 
_alliance system, consisting of victorious and defeated imperialist powers, 
appeared to support the Kautsky thesis. , 

The Cold War, pitting ‘the “free world” against the Socialist camp, 
‘certainly affected the behavior of the weakened capitalist nations and their 
elites’ subservience to U.S. hegemony. Th: exception which confirms the rule 
was the Suez Crisis of 1956 when Anglo-F rench-Israeli troops acting together 
occupied the Suez Canal after its nationalization by the government of Gamal 
Nasser. The Soviet Union threatened fetaliations but it was President 
Dwight Eisenhower who made U.S. allies withdraw their troops. 

In the contemporary context, even if the leading Troika (United States, 
Europe, and before Japan) were supposedly able to cooperate in their relations to_ 
the developing countries, such an arrangement would nevertheless come under 
pressure. The reason for this is that new players, such as the so-called emerging 
economies of China, Russia, India, Brazil, etc., would need to be included—as 
their development will demand a share of the world’s market and natural 
resources. Under these conditions the question is how the absorption of 
newcomers into the core category of advanced nations can take.place without - 
infringing on the interests of the established capitalist countries resulting in a win- 
win situation for all. 

If history is any guide it can logically be argued that the increased 
participation of the emerging economies will result in tensions preventing the 
formation of a smoothly functioning “supra-imperialism.” As things stand, 
signs of inter-imperialist contradictions and rivalry can be discerned. Upon 

‘becoming president of the French Republic in 2007, Nicholas Sarkozy 
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portrayed Africa as a continent to be conquered in competition with other 
world powers. In a speech in Strasbourg in January 2007, he declared that 
“America and China have already begun the conquest of Africa. How long 
will Europe wait to build the Africa of tomorrow? While Europe i is Penine 
others advance.” 

Although both China and the United States are currently active on the 
African continent, Beijing’s activities in Africa are not viewed favorably by 
Washington. During a visit to Zambia in June 2011, U.S. Foreign Secretary 
Hillary Clinton referred to them as a form of “new colonialism” while 
implicitly whitewashing U.S. motives. Here it is‘worth recalling the Monroe 
Doctrine which supposedly aimed at protecting Latin America from 
European imperialisms in the nineteenth century. Only now are Latin 
American countries in a process of liberating themselves from the domination 
of U.S. imperialism! ` 


The Essence of Imperialism 


The question that needs to be raised, in the context of Western (and 
particularly U.S.) strategy towards Third World regimes and governments, is 
what is the nature of the North-South relationship in our time? In this respect, 
history is an instructive teacher. Until a few generations ago, the world was 
quite different from what it has become since the Second World War. Before 
the middle of last century, many European nations had colonial empires, 
especially in Africa but also in Asia. In Latin America, the United States 
and England had imposed neocolonial ties to formally independent nations. 

In the course of four centuries, the rise and overseas expansion of European 
powers laid the foundations to the creation of an asymmetric international 
economic and political architecture. Politically the process started with the 
Peace of Westphalia in 1648 which ended the Thirty Years ‘War. The war, 
originating in Catholic Spain’s attempt to subjugate the Protestant-Netherlands, 
affected most of Europe and led to the peace covenant institutionalizing the 
European system of inter-state relations based on the concept of national 
sovereignty. This is the recognition of the nation-state as a political entity on the 
basis of terntoriality and independence, i.e. free from foreign interference. 
Although the practice left much to be desired, Westphalia became accepted as 
the rule and norm for international relations. The principle, however, was not 
extended to extra-European areas where societal arrangements and political 
sovereignty came to be discarded by the colonial powers. 

Even though the European inter-state system did not abolish wars on the 
continent, the rise of industrial capitalism transposed some of the rivalry 
between European nation-states to Africa. According to Marxian 
international political economic analysis, both the First and Second World 
Wars were struggles for the re-diviston of colonies between firstcomers and 
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latecomers. The fundamental reason for this competition was related to the 
mode of functioning of these socio-economic formations. The expansion of 
European national capitalisms had very early on become dependent on the 
accumulation of wealth from other regions of the world. This had already 
started under the mercantilism of Spanish feudalism, but became even more 
systematic with the growth of industrial capitalism and the doctrine of free 
trade as formulated by British political economy. 

The ensuing contest for resources and naden led to classical 
imperialism. On the one hand this signified the rivalry between developed 
capitalist countries for the control of extra-territorial possessions and, on the 
other hand, the exploitation of the colonies in the promotion of the so-called 
national interest of the imperialist metropoles. The unequal relationship 
which arose between colonial powers and their colonies alleviated the 
internal social costs and societal tensions connected to the development of 
industrial capitalism in Western countries. The British proponent of 
colonialism, Cecil Rhodes had, in Lenin’s words, recognized “the economic 
and political-social roots of modern imperialism.” According to Rhodes, in 
order to avoid civil war and revolution in their own country, the Bntish had 
to be imperialists!. 

The benefits of the relationship did not reach the non-European societies. In 
The Wealth of Nations, Adam Smith showed foresight and empathy for the 
non-European populations who came into contact with the Europeans after the 
“discovery” of the New World. Indeed, tens of millions of indigenous people in 
the Americas were decimated by the intruding Europeans. It is estimated that 
more than eleven million African slaves were sold in the the Americas, while the 
number of deaths resulting from the slave trade ran into the tens of millions. On 
the other side of the ledger, however, the triangular trans-Atlantic trade 
contributed immensely to the accumulation process and the growth of 
manufacturing industnes in the development of Western capitalism. 

While there was competition for the acquisition of colonies among 
impertalist countnes, there were also attempts at regulating the scramble for 
colonies. At the Berlin Conference (1884—85), convened by the latecomer 
Germany, thirteen European nations carved up the African continent. While 
agreeing to abolish slavery they were aware of the strategic and economic 
objectives of impenalism, such as protecting old markets and gaining access to 
new ones. Consequently the quest for colonies went on unabated. In Asia, the 
emergence of the United States on the scene forced the Open Door Policy on 
European imperialist powers. The result was the division and establishment of 
imperialist spheres of influence and extra-territorial rights in China which also 
included the newcomer Imperial Japan. After the Spanish-American War, the 
United States took possession of the Philippines and then suppressed the 
Philippine struggle for independence at the cost of hundreds of thousands of 
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lives. 


Learning from the Past 

The reason for bringing the political economy of classical imperialism: in 
the present discussion of humanitarian interventionism is that its supporters 
tend to be ahistorical and non-contextual. During the colonial era, the 
dominating ideological discourse—the notion of Western superiority and 
missionary destiny—was explicitly Eurocentric. The message was and still is 
that the “rest” should accept the dominance of the West and respect its rules 
for its own sake. 

According to the English missionary-explorer David Livingston, the only 
viable liberation of Africa laid in the introduction of the three C’s: commerce, 
Christianity, and civilization. In the modern version, this-has become part of 
the discourse propagated by the so-called Washington Consensus—only with 
Chnistianity replaced by democracy. The crunch of the matter is that only 
European settler colonialism in North America and Australia/New Zealand 
successfully built developed capitalist societies. In the case of the United 
States, this was done by cutting the ties to the British Empire. 

In the agelong implementation of the Right to Plunder imperialism has 
used both soft and hard power to win the hearts and minds in order to have 
colonized people accept economic exploitation by the European metropoles. 
The colonial powers. were good at divide and rule with the strategic aim of 
finding local allies in the colonies to further their objectives. 

In search of a moral mandate to legitimize colonialism at home, ostensible 
ideological humanitarian slogans such as White Man’s Burden were used by 
British and U.S. imperialism or Mission Civilisatrice by the French empire. 
As a matter of fact the political establishments were rather successful in 

‘mobilizing support for the empire in their societies. Even apparent anti- _ 
capitalist political forces such as Communist parties in Western Europe often 
supported their respective nations’ colonialism in the twentieth century. 

_ There were differences in the implementation of colonial administration 
and ‘policies, but the outcome was generally the same. The scope of the 

disastrous results of European colonialism became visible upon decolonization. 
and independence in the post-Second World War era. It was in this context 
that Frantz Fanon remarked sarcastically in The Wretched of the Earth about 
the duplicity of the discourse of colonialism: “This Europe which never ceases 
to talk of ‘man,’ never stops proclaiming that ‘man’ is all it is worried about, 
we know today the suffering of humanity that exists in every country where 
this European spint reigns. 


Imperialism: A Force of Humanitarian Progress? 
Given the track record of the relationship between the developed Western 
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capitalist nations and their non-European colonies, there are more than 
enough reasons to be critical of the ideology and policies that emanate from 
within core capitalist countries. This is especially true when they attempt to 
legitimize their overt or covert interference in the politics of Third World 
nations. ane 

Skepticism concerning the rationale for humanitarian interventionism or 
the Responsibility to Protect need not, however, be exclusively based on a 
historical narrative of the development of the international system and the 
North-South’ asymmetric relationship. Even if the principle of protection is 
accepted at face value, its implementation leaves much to be desired. This is 
connected to the selectivity and the inconsistency with which the trumvirate— 
the United States, the European Union, and NATO, ie. the Foreign 
Legion of the Western alliance—make use of the notion. In addition, where 
do they derive the authority for carrying out these violations of other countries’ 
national sovereignty? 

The short 1996 booklet The Post-Modern State and the World Order by 
Robert Cooper, the ex-diplomat and personal adviser to then British Prime 
Minister Tony Blair, rationalized the use of double standards in international 
relations. Cooper said that on the one hand, you have the postmodern 
Western states that have a monopoly on values and weaponry; and on the 
other hand, you have entities that still live in the nineteenth century world of 
power-seeking states with little regard to values. Consequently, according to 
Cooper, “Among ourselves we operate on the basis of laws and open co- 
operative security. But when dealing with more old-fashioned kinds of state 
we need to revert to the rougher methods of an earlier era—force, pre-emptive 
‘attack, deception, whatever is necessary....”? In other words, blaming the 
victim! 

The. logic of deceit and lying was exemplified in the latest case of 
humanitarian interventionism. Although often overlooked, UN Secunty 
Council Resolution 1973 only authorized NATO to enforce a no fly-zone 
on Libyan forces after the anti-Qaddafi insurrection had started. 
Nonetheless, without further mandate from the Security Council, ‘the 
mission almost immediately morphed into an aggressive air war in violation 
of the UN Charter itself. As a result, a regime—that had cooperated in the 
fight against al Qaeda, renounced the attempt to build an atomic bomb, 
collaborated on controlling the flow of African refugees to Europe, moved in 
the direction of implementing a neoliberal economic policy, and cultivated 
good personal relationships with democratically . elected Western 
statesmen-——was suddenly demonized as tyrannical, which it may well have 
been! l 

Yet, in counterpoint to this demonization, Qaddafi, in the eyes of many, 
was seen as a nationalist and as a pan-Africanist leader who had done much 
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to modernize Libya and help. African countries emancipate from the 
stronghold of Western dominance. 

The question of “interventionism of choice” is important to the critique of 
the doctrine of Responsibility to Protect: Why is there so-called Western 
humanitarian intervention and regime change in some countries, while the 
same Western demccracies maintain excellent relations with other tyrannical 
regimes such as those of Saudi Arabia, Bahrain, Yemen, or refrain from 
military intervention in countries that are accused of violating human rights 
and of being undemocratic—even the Congo, where a virtual genocide i is 
taking place? 

Connected to the selectivity argumentation ier fundamental questions 
arise: Why does the Western alliance under the leadership of the United 
States accept the Israeli occupation of Palestinian territory and the 
suppression of that people’s national aspirations? Considered to be the “only 
democracy in the Middle East,” Israel gets economic, political, and military 
support from the United Statés and the European Union without - 
consideration of its oppressive policies and occupation being in contravention 
to international law! The double ona is crying out loud for those willing 
to listen. 

Without concern for the question of sovereignty and of international law, 
an entire list of potential regimes in the Third World are targeted for 
overthrow with the West sponsoring and supporting internal anti-government 
political forces in these countries. The “sin” of these regimes is their refusal to 
follow the hegemonic dictate from Washington. Covert and overt interventions 
have been a component of U.S. foreign policy for a long time; seen in this 
context, regime change is not an innovation. During the Cold War period the 
United States directly or indirectly stage-managed the overthrow of numerous 
democratically elected socialist or nationalist states, including Lumumba‘ in 
the Congo, Mossadeq in Iran, Arbenz in Guatemala, Sukarno in Indonesia, . ` 
and Allende in Chile. These governments were seen as threatening to 
American “exceptionalism” and therefore had to be removed. - 

In the case of Libya, although the question of oil may have played a role in 
the decision making behind the promotion of the rebel cause, other aspects 
also need to be taken into consideration. There is the geopolitical and 
geoeconomic rivalry with China for access to and control of sources of energy, 
as well as other raw materials not only in Libya but in the whole of Africa. 
And as the situation now stands, Libya is certain to become headquarter of 


the U.S. military project of Africa Command GERICON = wich 
Qaddafi had rejected. 


internationalism at a Crossroad 
The ideological mindset that legitimizes Western interference and 
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intervention in the affairs of non-European countries assumes that the values 
of the West are and should be accepted as universal. This became a mantra 
since the meltdown of the Soviet empire and the adoption of liberal capitalism 
by the former socialist East European countries. The American political 
scientist Francis Fukuyama popularized the old liberal concept of “the end of 
history,” meaning that humanity was arriving at the end station of its societal 
development. However, what we have been experiencing since the defeat of 
state socialism is perhaps the most turbulent period of human history with the 
prospect of open-ended outcomes. Not many futurologists dare offer a rosy 
picture of things to come! 

The German sociologist and philosopher Jiirgen Habermas raised a 
question which demands serious reflection on the part of the cheerleaders of 
humanitarian interventionism: “Does the claim to universality that we connect 
with human rights merely conceal a particularly subtle and deceitful 
instrument of Western domination?” The coherent answer is that it is 
imperative to disconnect the struggle for human nghts from the violations of 
the principle of national sovereignty by leading powers in the world system. In- 
this respect, it is worth recalling the uproar which greeted the Brezhnev 
doctrine of “limited sovereignty” for socialist countries that. was used to 
legitimize the Soviet invasion of Czechoslovakia in 1967. 

In the contemporary state of the world, it is questionable whether i 
mixing of idealism with power politics is a roadmap to the emergence of a 
more virtuous international community. The American political scientist 
Samuel Huntington, who propagated the Clash of Civilizations thesis in the 
early 1990s, offered a critique of Westem utopianism and practice based on 
the refutation of the political use of universalism. As an antidote to the feel- 
good atmosphere that prevailed after NATO’s victory in Libya, it has special 
relevance now: “Western belief in the universality of Western culture suffers 
three problems: it is false; it is immoral; and it is dangerous.. ... Imperialism is 
the necessary logical consequence of universalism.” 

-The history of capitalist imperialism shows, of course, that the subjugation 
of people and nations has: not been driven by humanitarian considerations. It 
is in this context that leftist support for humanitarian interventionism ought to 
be discussed. Can it be anything other than an ideological construct 
legitimizing actually existing imperialism? 

The task confronting the process of rebuilding a progressive political 
. culture that takes internationalism seriously is to come to grips with the 
dichotomy between human values and imperialism. In his valuable book 
Humanilarian Imperialism, Jean Bricmont distinguishes two attitudes which 
have framed: the response of the contemporary left to Western interventions. 
One is based on the idea of the supremacy of “universal values” which gives 
the right—and even the duty—of military intervention to Western powers. As 
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a consequence of this way of conceptualizing international politics, the 
opposition to imperialist wars is either reduced or it disappears completely. 
The second viewpoint is that of cultural relativism which opposes the idea of 
one moral position having universal value that can be used to objectively judge 
other societies and cultures. 

The third position, favored by Jean Bricmont, rejects both “humanitarian 
imperialism” and “cultural relativism.” This worldview recognizes that there is 
an objective or universal standard which allows us to criticize societies and 
regimes perpetrating barbarous customs without giving Western governments 
the nght to interfere and to violate the sovereignty of these countries. 

The challenge for progressives is consequently to avoid becoming “useful 
idiots” of imperialism and learn to navigate between support for the 
democratic aspirations of peoples in all nations, while at the same time oppose 
the meddling of imperialist powers in the affairs of sovereign states. This 
entails a degree of reflective skepticism toward the mainstream media and 


Western-funded NGOs and foundations in Third World countries. 
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The ideas of the ruling class are in every epoch the ruling ideas, i.e. the 
class which is the ruling material force of society, is at the same time its ruling 
intellectual force. The class which has the means of material production at its 
disposal, has control at the same time over the means of mental production, so 
that thereby, generally speaking, the ideas of those who lack the means of 
mental production are subject to it. The ruling ideas are nothing more than 
the ideal expression of the dominant material relationships, the dominant 
material relationships grasped as ideas. 


Marx, German Ideology (1845 
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Property Rights Enlisted in Class Struggle for the 
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The last four or five decades have seen extraordinary economic and 
population growth in the southern states of the United States, continuing 
historic developments that started during the Second World War and were 
later stimulated by the end of legal racial segregation. One national effect of 
those changes has been a continual shift in the center of economic growth for 
the whole country to the southern and western states, away from the Northeast 
and the Midwest.“rust belt.” 

- The character of the exploitation of labor in the South has changed as 
iiyatmeni patterns have displaced large populations from manufacturing and 
extractive employment. The continuing breakdown of the caste-like remnants of 
post-Reconstruction labor “markets” has removed hundreds of thousands of 
workers from home- and institution-based domestic service, as well as various 
manual occupations, and forced them into other employment. This new “New 
South” has been widely celebrated, even as regional wage rates still trail other 
sections of the country (and while the South shares the national upward 
redistribution of wealth). What is different now from the pattern in the 1950s is 
that realizing a return on investment by the sweating-it-out of workers is nothing 
like the obvious low-cost option it was then. 

Marx says there are two sources of economic wealth: that produced by 
human labor; and the wealth that can be taken by that labor from the earth 

_ itself, from land, air, and water. As the rate of the exploitation of the former 
has continued to increase, exploitation of the latter has also risen, particularly 
in the South. 

It is not inaccurate to say that dynamic examples of current “class 
struggle” in the United States have often been more evident in political 

.. disputes over natural resources than labor market or civil rights issues. 


r 
Be 


NEILL HERRING has been a lobbyist at the Georgia General Assembly since 1980, - 
working in support of public interest issues, primarily conservation and environmental 
* protection. 
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Leaders in local “environmental” or “conservation” struggles are often 
drawn from those segments of the population—including minonties, 
students, women, and local community leaders—that contributed to 
leadership in similar labor and civil rights class struggles through the 1970s. 
Why are environmental issues also ‘class issues? The relationship of the 
working classes to the environmental means of production (and reproduction) is 
not casual, but metabolic; environmental impacts are widely distributed across 
the population. Each person’s access to a variety of natural resources for 
personal survival, to say nothing of their role in the support and enhancement of 
what we are now pleased to call “lifestyles,” is essential to both reproduction of 
labor power, and to maintenance of the mass consumption of commodities on 
which current capitalism depends. Private ownership and/or control of natural 
resources through titles to property is widespread in the global economy. 


Environmental Issues and Private-Property Rights 


Assertions of landowners’ property rights were frequently invoked, in both 
the South and across the country, as environmental disputes arose as political 
issues in the 1970s through the ‘90s. Typically these rights were components 
in arguments against the protection of the threatened resource. This seemed 
perfectly natural; in a state like Georgia, the invocation of property nghts has 
long been politically powerful, even incantatory, and the opponents of harmful 
environmental activities immediately recognized a political need to devise ways 
to confront or deflect these arguments. - 

In the 1990s, environmental lobbyists in the Georgia legislature—while 
engaged in disputes over landfills, medical waste and other incinerators, or 
meat factories (Confined Animal Feeding Operations) —began hearing about 
a new variation on the property rights theme: “regulatory takings.” This legal 
doctrine asserted that any property owner, who was deprived of any 

-conceivable use of their ‘property by any regulation, was entitled to 
compensation from the regulator to “recover” the purported “loss of value” — 
that the deprivation entailed. The most notable example of this was a case 
where a South Carolina man was prohibited’ from building a house on a 
beach that. would destroy a sand dune, and thereby endanger his neighbors’ 
property. (He finally lost in the U.S. Supreme Court, but not quickly.) 

One volunteer environmental lobbyist, a tree farmer, had an idea of 
approaching a Forestry Association lobbyist about the regulatory takings issue. 
That lobbyist thought such a talk might be productive, and’knew a Farm Bureau 
lobbyist who was also interested. Both were familiar with the “regulatory takings” 
idea; but concluded it was not of much immediate political interest to their clients. 
The forestry and farming industries in Georgia are. politically entrenched, they 
tend to regard regulation by “captive” regulatory agencies more as protection than 
threat. But it tumed out they agere very interested in working with environmental 
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lobbyists on-a separate property rights matter: eminent domain, the state’s power 
to take property from a privafé owner for a “public purpose.” 


Private Property Rights and State Power: Eminent Domain 


The late Ogden Doremus, a colorful lawyer, longtime environmental 
advocate, and rural State Court judge, acted as an advisor. His knowledge of 
how the process worked proved very useful. He counseled us that, “If you 
have the power of eminent domain, you only need to know two things to take 
someone’s property: you need a legal description of the parcel you want, and 
you need to know where the courthouse is in the county where it is located. 
You go to the deed office with a legal description of the parcel and a letter 
declaring that you are taking it, and it is yours as soon as the paper is on the 
counter. The former owner has the right to contest the value offered before a 
jury, but the title is yours as soon as you take it.” That is what the Fifth 
Amendment to the U.S. Constitution has come to in Georgia: one is allowed 
to try to persuade a jury to increase the amount of money they can get from 
the government or the utility or the railroad when their land is taken. 

Since the Second World War, fights over highway construction have been 
a lively area for Georgia’s popular politics. While concentrated in metro 
Atlanta, where about half of the state’s population lives and where half the 
perceived “need” for new roads is found, there are few corners of the state that 
have not experienced “road fights” involving an unwilling seller’s private 
property condemned for right-of-way. One Atlanta road was stopped when it 
was determined that the state could not use eminent domain to take public 
property. A new statute on that subject had to be enacted for construction to 
proceed; that process ultimately led to the road being dramatically reduced in 
scale. 

Georgia’s Department of ‘Transportation, for decades simply known as the 
“Highway Department,” is powerful by virtue of a Constitutional 
appropriation of all the motor fuel tax revenue collected by the state, but it is 
not politically popular. It is widely mistrusted as a tool of the road 
construction industry, and was deeply implicated in politically determined 
interstate highway route selections during the 1960s that rewarded favored 
landowners while pauperizing the less politically connected. Conservationists 
made a big step forward by allying with the forest-land owners and farmers 
against the “Asphalt Boys.” All parties agreed to oppose the abuse of 

‘eminent domain, and jointly tumed to fighting a specific unpopular road 
' project: the Metro Atlanta Outer Perimeter Highway. It was ultimately 
defeated, or at least postponed indefinitely; today it remains unbuilt. 

The issue of eminent domain itself was more touchstone than cause during 
a period lasting more than a decade for this “Unholy Alliance” of Georgia 
foresters, farmers, and environmentalists. There was little chance to move any 


ANALYTICAL MONTHLY REVIEW/ APRIL 2012 49 


NEILL HERRING 


legislation on the subject during that time, but the idea was continually 
pushed, just as those with eminent domain power—state and local 
governments, railroads and utilities—continued to exercise and abuse it. 

A break finally came in the late 1990s when a socially conservative 
Democratic member of the Georgia House (a peach and pecan farmer with 
an anti-utility, populist voting record), discovered that his land was 
contaminated by gasoline leaking from an interstate petroleum pipeline. He 
sued and won a handsome legal settlement, and sparked the first eminent 
domain reform legislation, a measure that required petroleum pipeline firms to 
meet higher standards than other agencies exercising condemnation power. In 
a legislative test of that reform several years later the legislature rejected a 
rollback. This is not a typical Georgia pattern; reforms are often gutted a few 
` years after they are enacted, after some powerful interest needs the reform to 
go away. 

The next legislative break on eminent Asien came in 2004, during a. 
legislative session when the Republicans were taking over the Georgia 
legislature (they took over the state Senate in 2003 and the House in 2005). 
` One new Republican State Senator, an engineer, introduced a bill to promote 
development. It had a new and dangerous feature: it allowed developers to 
make deals in which local governments would be obligated to condemn the 
property of third parties on the developer’s behalf. 

Opposing such a bill in the collegial and newly Republican Senate was 
futile, but the House Judiciary Committee offered a forum that would look 
more closely at the change the measure implied for property rights. This idea 
of “condemnation on demand” was not a high visibility issue, and there was 
no groundswell against it since the idea was not widely known. The 
opposition alliance’s “legislative inside baseball” strategy was to first get it 
assigned to the House Judiciary Committee then to focus arguments on 
“protecting private property rights”—something. all ‘legislators reflexively 
support. 

If local elected officials were obligated to condemn property for a private 
entity’s development project, this would be an innovation that would make 
possession of property title purely a matter of political influence. But the bill 
failed in subcommittee, whose unanimous decision was apparently responsive 
to the united opposition’s argument: “It is not nght for someone with political 
influence to be able to take someone else’s property thru the exercise of 
eminent domain so they can develop it. This bill amounts to giving influential 
parties the ability to select some parcel, say, ‘the widow Brown’s place,’ that 
might suit their purposes and avoid paying a fair market price for it.” 
_ The bill returned the next session, with a new number, but by that time the 
politics of the matter had changed significantly due to the publicity surrounding 
the Kelo case, then pending in the U.S. Supreme Court. In Kelo the city of 
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New London, Connecticut, had exercised eminent domain to seize an ordinary 
residential family neighborhood in order to tum it over to a private developer, 
justifying the taking with the claim that the new development would increase 
economic activity and yield higher tax revenues. When Atlanta nght-wing radio 
host Neil Bortz was alerted to the same thing in the Georgia Senate bill, he 
went on the warpath against the use of eminent domain for economic 
development projects of the Kelo variety. Senators were subjected to a firestorm 
of outraged opponents’ telephone calls, letters, and emails. The Senate’s 
Republican leaders, all having cosponsored the bill, then ran from it, and 
quickly signed another bill from a freshman Senator that prohibited the use of 


eminent domain for economic development projects. 


Kelo: Eminent Domain in the Mainstream 


This narrower “condemnation on demand” issue was smothered in the 
wave of larger “eminent domain reform” that took place in many states 
following the Supreme Court’s Kelo decision. The rationale of that decision 
was unexceptionable in itself, affirming the power of the states, under the Fifth 
Amendment to the U.S. Constitution, to condemn property, largely leaving 
the question of what constituted “public use” or “public purpose” to the 
states. Georgia was one of many states which saw a wave of eminent domain 
reform bills and amendments to state Constitutions to limit the use of eminent 
domain for purposes of economic development. 

(The particular history of the use of eminent domain in Georgia for 
economic development, or “redevelopment,” starts in a Georgia Supreme 
Court decision from the early 1950s which barred the use of condemnation to 
take slum property for the construction of public housing. Georgia’s 
Constitution was amended by the legislature and yoters in the next general 
election to allow the use of eminent domain for abatement of “blight,” a term 
used to describe substandard housing that would be the subject for “slum 
clearance.” This was a key legal innovation that cleared the way for “Urban 
Renewal” projects that were presented’ as “progressive reforms,” but which 
were later jocularly, but accurately, called “Negro Removal” projects.) 

The divisions over various positions on eminent domain reform taken 
among the many interests represented in the hallways and legislative chambers 
of the Georgia Capitol offered a fascinating study of how different interests, 
both corporate and small-holder, view the use of state power on the state level. 
Even as Georgia’s Republican leaders were denouncing the use of 
condemnation to promote economic development, and explicitly outlawing 
such use, they carefully wrote definitions of “economic development” into 
statute that left intact the power of both the state and public utility 
corporations to take over private property for an array of purposes, most of 
which can plainly be characterized as promoting economic development. 
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A struggle developed over a proposal, pushed by environmentalists, that 
would shift the burden of proof of the need for a parcel of property to the party 
seeking to take by eminent domain. The public utility lobby was able to get the 
bill out of the Georgia House with the existing burden of proof unchanged for 
the interests they represent: the person whose land was being taken had to prove 
that the utility did not need it. But for state agencies the bill shifted the burden. 
When the bill got to the Georgia Senate it was pointed out that it hardly 
seemed fair that the state should give private businesses—the utility. 
companies—a powerful procedural advantage that it forbade itself. The bill 
passed with a consistent burden of proof on all condemners, but a meaningful 
court test of this change has yet to occur. 

The Constitutional amendment supported by the Governor and the 
legislative leadership that repealed the previous language regarding “blight” was 
written so as to allow any future legislature to define “public use” any way it saw 
fit. A small group of legislators calling themselves the “property rights radicals” 
voted against the amendment. Realtors, the local and state Chambers of 
Commerce, the utility monopolies, and the agribusiness lobbies, all supposedly 
_ the strongest advocates for “private property nights,” meekly went along with the 
politically powerful and opposed the position of the “radicals.” Conservation 
lobbyists were free to oppose the flexible definitions favored by the Governor 
and his allies, and, in the dynamic of lobbying politics, were able 
opportunistically to assert themselves as the stronger advocates of property 
rights, reversing the historic relationship described in the beginning of this 
paper. 

In what had politically evolved into a transportation reform strategy, the 
opposition alliance, having been fortuitously positioned on the condemnation 
issue years before, was equally adventitious in implementing a bit of the strategic 
thinking of Karl Rove. As George W. Bush’s political strategist, Rove enjoyed 
considerable electioneering success by hitting his candidate’s opponents in what 
appeared to be their strong points. For example, he caused the Vietnam “war 
hero” status of Senator John Kerry to be savaged by the “Swift Boat” 
campaign. Private property rights had been a barrier against conservation 
legislation and regulation; but its evolution into a tool for promoting just that 
regulation was underway. 


The “Bundle of Rights” 


This heightened attention to private property rights, at the point at which 
they can be taken away, exposes insights into the exact nature of those 
property rights. They are typically described to law students as a “bundle of 
rights.” Some properties can entail rights that other properties may not have, 
depending upon where they are located. 

Perhaps the most direct statement of the basic nature of property rights in 
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the United States came from General William Tecumseh Sherman, 
responding to complaints from Georgians regarding their property in his 
“March to the Sea” from Atlanta to Savannah: “You must first make a 
government before you can have property. There is no such thing as property 
without government.” However unwelcome this sentiment, especially coming 
from this source, might be among native white Georgians, the fact of it is 
unaltered. The “bundle of rights” is a product of the state and its power, and 
that “bundle” can be changed any time political power elects to alter it. 

That fact, and its statutory expression in the form of eminent domain laws, 
means that the “bundle of rights” reposing in real property is finally reducible 
to the litigated money value of the property in question. There are few 
property rights that cannot be reduced to a dollar value by the political 
exercise of power and the observation of the form of “due process of law.” 

In lobbying legislators in reference to property rights, and in public 
discussions, an effective rhetorical device is to use the term “property values” 
instead of “property rights,” since they can be shown to be effectively the same 
thing. An attack on the property value of a less well-off property owner by the 
actions of a wealthier neighboring owner is accurately characterized as the 


creation of “nuisance,” a specific, and ancient, component in the “bundle of 


rights.” Many common nuisances are forms of trespass, a civil offense that 
may also have a criminal component; invocations of police „power are effective 
with lawmakers who regard themselves as “conservative.” 

The class impact of these facts is both apparent and ideologically 
inconvenient in the “politically conservative” discourse that exalts “the sanchty 
of private property rights” alongside the “invisible hand” of the mythopoeic 
“free market” in its pantheon. The fact that those who possess more economic 
power than others are able to use their political power to diminish the 
property rights of those less powerful is a fact that increasingly needs to be 
concealed. The drawback of Kelo came from its wearing away at that facade. 

What has made that fagade so important in current U.S. capitalist 
consciousness, false or not, is the widespread distribution of real property in ' 
the U.S. population. Granted, this was the result of calculated state policy 
and was of enormous benefit to the FIRE (Finance, Insurance, and Real 
Estate) industrial grouping; but an effect of this widespread landownership 
has been to make common law property rights far more widely distributed over 


-many different income levels than in any previous historic period. 


Much of this property constitutes the majority of personal and family 
wealth of much of the 99 percent. While the influence of acquiring and 
possessing that property contributed to a reduction in class consciousness 
during the time it was being accumulated, within that same sentiment 
(ideology) may lie the seeds of a dynamic change in relations between this 
majority of ordinary property owners and the local communities where they 
reside, and more powerful elements of the U.S. capitalist political 
establishment. 
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Property Rights in Political Conflict 


Yet another irony was exposed by the concentration of investment capital 
in ever fewer hands and the simultaneous collapse of the easy credit economy. 
The time of impact closely followed the declaration of a propaganda goal of 
the George W. Bush administration of creating an “ownership society.” That 
vision was to be the basis of a “Permanent Republican Majority” of small 
property owner-debtors whose property interests would compel them into 
political alliance with the truly wealthy, a class into which their own 
accumulating property holdings would presumably allow them entry, on some 
sunny day. The super-wealthy property owners are now cast into increasingly 
frequent conflict with their putative, might-have- been “ownership society” 
allies, in conflicts arising at the intersection of the two groups’ property rights. 
These contests are conducted using legal tools forged in a much earlier time, 
when today’s massive concentrations of wealth and investment power were not 
contemplated, but in which the smaller owners’ positions are often legally 
superior despite the disparities of wealth and power. Legislative advocates for 
the environment were able to take some advantage of this development in 
protecting some natural resources, and the private and public property 
abutting the sites of those. resources. But this is hardly a basis for a broad 
organizing strategy. 

- Yet, one step past Kelo concerns are the interests of the new small- 
property owners whose entire equity has been wiped out in the ongoing 
collapse of real estate prices that followed the 2008 debacle. Working-class 
property owners, while conscious of themselves as “owners,” are also 
increasingly conscious of themselves primarily as debtors, and are finding their 
economic and political interests antagonistic to those of larger investors. This 
movement is not class-conscious, now, but it does not have to be conceded to 
the right populism of the “Tea Party” variety (or even worse). Just as the 
environmental movement, pursuing social goals, can make use of the 
contradiction between “property rights” ideology and the reality of ever more 
polarized wealth, other creative paths shall also emerge. 

The most famous Georgian of the twentieth century, Dr. Martin Luther . 
King, Jr., often quoted the lyrics of the hymn “Once to Every Man and 
Nation” (itself drawn from James Russell Lowell’s poem about slavery, “The 
Present Crisis”). In his speeches and sermons, King’s use of the lines, “New 
occasions teach new duties; time makes ancient good uncouth, They must 
upward still, and onward, who would keep abreast of Truth,” renders a 
_ religious and Romantic version of the dialectic of history. Dr. King would 
relish the use of common law property nights by his working class constituents 
in defense of their own economic rights—rights that the movement he led 
helped them acquire. ' The Resurrection City of the Poor People’s Campaign 
may be found anew in the growing black southern suburbs. 


S 
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Fredric Jameson, Representing Capital: A Reading of Volume One (New 
York: Verso Books, 2011), hardback, 176 pages, $24.95. 


In the opening pages of The Limits to Capital, published in 1984, David 
Harvey jokes that everyone who reads Marx’s Capital stems bound to write a 
book about it. In 2012, we might well ask: Just one? Last year, many of the 
long-standing academic Marxists unleashed new introductory works, including 
Terry Eagleton, David Harvey, Eric Hobsbawm, and, unsurprisingly, 
Fredric Jameson. In Representing Capital, Jameson has written. the best of the 
bunch: a surprising, energetic, and concise representation of the “totality” of 
capital. 

The nature of ‘this totality, familiar from The Communist Manifesto and 
every piece of Marxist writing since, is that capital is both hero and villain. 
On the one hand, it unleashes productive power such as the world has never 
seen; on the other hand, it produces stupendous degrees of ruination and 
suffering. To use a more contemporary vocabulary, the “externalities” of 
GDP growth necessarily include the general degradation of life itself. 
‘Specifically, Jameson argues that the reproduction of capital increasingly 
produces “bare” or “wageless life,” to use Mike Denning’s phrase, those 
legions of the interminably unemployed who ring the great cities of what Mike 
Davis calls “the planet of slums.” 

And yet, Representing Capital is not in any ‘obvious way a book about 
bare life: it is about the nature of Marx’s imposing Ur-text. It is a trope of all 
introductions to Capital to attempt the sublime—capitalism is always 
dizzyingly complex, profoundly creative, infinitely layered, impossibly 
dynamic—and Jameson indulges this trope as much as anyone. When reading 
Jameson, one expects pithy statements of both intuitive simplicity and brow- 
knitting complexity; it is only fitting that he sees the same in Marx himself. 
For Jameson, Capital is a series of riddles, riddles which, like the commodity, 
retain their nddle-ness even after they are solved, riddles whose solutions 
propose yet more riddles—riddles upon riddles upon niddles!|—until we are 


confronted by the nddle of riddles itself, which is nothing more than the 
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inexplicable existence of such a cruel and wondrous system as capitalism. 

Jameson is especially good at linking these movements of Capital to the 
movements of capital as such: we see the moments of unity and dissolution, 

the apparent tetalities blown apart into “multiple reproductions of dizzying 

length and dimensions,” “the [again] dizzying rhythms of circulation,” the 
“frightening multiplicity of cycles.” 

The opening volleys of Representing Capital—on the form of Capital and. the 
so-called “Play of Opposites’—threaten to lapse into that old chestnut of 
graduate English, the travesty of a wide-eyed “literary” reading (how it invites an 
endless hermeneutic and possesses within its web many  coequal 
“interpretations”). For Jameson,’ this “relativist” multiplicity is irredeemably 
idealist. A book may appear to have endless interpretations, but some 
interpretations clearly meet the sociopolitical needs of their moment more than 
others. Some readings are, as they say, urgent. 

This means that one will take. different questions to Capital, depending on 
where and when the book is read. The classic modernist “takeaways” from 
Marx—alienation, reification, and monopoly—suited their times; Jameson 
argues that they do not quite suit ours. To these takeaways, Representing 
Capital adds a fourth, one which is less surprising than Jameson i imagines: 
unemployment. In a system. whose primary characteristics are “crisis and 
breakdown,” a system which “cannot know laws in any ordinary sense,” he 
concludes that unemployment is the only guaranteed social fact. The dominant 
tropes of exclusion in the humanities—including bare life and nisk society— ` 
privilege the political; for Jameson, economic exclusion is prior to political 
exclusion, and one’s exposure to the political violence of the law follows the 
more basic exposure to an economy that refuses to meet one’s needs. 

For many in the humanities—and surely most graduate students—the only 
experience of Capital is those often excerpted opening passages on .money, 
exchange, and the commodity. Precisely what one does with these sections, , 
which contain banal calculations on the exchange of coats, some Hegelian 
flourishes, and a few “literary” sections, has never been obvious. For Althusser, 
it was irrelevant enough to skip. For Jameson, this opening satellite introduces 
the basic assumptions of Marx’s materialism, which he sees as “less a 
philosophical position than a commitment to the living and working. body.” 
Here, the Althusserians in the audience might wrinkle their brows: Is not the 
fundamental thesis of Althusser and Balibar’s Reading Capital that Capital is 
not about’ people at all, but a book about a system? And they, Jameson will 
argue, are right: Marx is less interested in celebrating, like some “biopolitical” 
writers, the wondrous singularity of lived experience, than in pointing out how 
capital makes that experience impossible. Hence, the great chapter on “The 
Working Day” is “not about work at all: it is about the impossibility of work at 
the extremes, and about the body on the brink of exhaustion.” 
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The primary work of Part One, then, is to present “an immense critique 
of the equation as such.” That is, Part One can be read as an argument 
against the familiar assumption that two entities—coats and buttons, for 
example—are in any way “the same.” The assertion for sameness, as Jameson 
Bi points out, runs against “a collectivity that sets its own priorities on the basis 

of its own needs and requirements.” This smooth common sense of- 
equivalence also masks the temporal experience of the body—the laboring, 
living body—whose life is never quite saturated by the abstract calculations 
which govern its movements. 

From the destruction of the subject, Jameson pivots to the subject’s utopia, of 
education and the expansion of the subject’s potentialities. This introduces the 
problem of “what is to come?” (read: socialism) and it is here that Jameson 
rehearses the familiar arguments against social democracy (that it works, 
ultimately, for a better capitalism, capitalism with a human face, etc). Against 
the common liberal celebrations of the promise of the “good” capitalism of 
Scandinavia, with its effective proportional democracies and appearance of 
parliamentary progress, Jameson returns to the basic fact of the planet of slums, 
a global “bare life” of astonishing proportions. A planet washed in capital is 
unarguably a planet of near-general destitution. The islands of prospenty—in 
both the “nice” and “liveable” cities of Europe, Canada, and Australasia, with 
their bike lanes and thriving inner cities, and the gated communities of the rest 
of the world—should not distract us from this basic truth. 

<> At the same time, this is less a work of journalistic polemics than of good 
old fashioned High Theory. The figures who haunt Representing Capital are 
the same as‘ those who haunted The Political Unconscious—that is, Deleuze, 

Althusser, Balibar, Heidegger, Sartre, and, occasionally, Derrida. As in The 

Political Unconscious, Jameson’s- polemical target is the commonsense 

boogiemen of poststructuralist thought, such as totality, determination, and the 
real world. For Jameson, the sexy concepts of poststructuralism— 
“multiplicity,” “excess,” “singularity,” “the open”—are the very reasons why 
we need dialectics. They are neither an ahistorical “thinking of thinking” nor 
merely one “tool” in the theoretical toolbox, but something closer to “one tool 
to rule them all,” a tool which can enable us to transcend the intellectual 

hardware store toul court. Dialectics are not a “thinking of thinking,” but a 

“thinking of capital,” that dizzying system which produces the rhizomatic 
multiplicity and excess in the first instance. Here, Jameson’s response is 
simple and practical: “The conclusion to draw here is not that, since it is 

k unrepresentable, capitalism is ineffable and a kind of mystery beyond 
language or thought; but rather that one must redouble one’s efforts to express 
the inexpressible in this respect.” 

But this is not to say that Deleuze is wrong. Sublation, after all, is nol 
rejection or denial, and his many contemporary acolytes will find plenty of 
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respectful citations, including now-standard (and standardized) terminology like 
“lines of flight” and “rhizome.” This terrain of high theory is where Jameson is 
most at home. This means that, if you want to understand capitalism as such— 
and not just Capital—you might want to read David Harvey first. Yet 
Jameson’s method vields its- fruits, as when his reading of temporality in 
Heidegger—not really a standard reference point for most Marxists—allows 
him to articulate the “dialectical plight” of contemporary accounts of the future, 
which “alternate between images of regression or dystopian collapse, and 
conceptions of progress which account to little more than the perfecting of what 
is already there.” ‘Ask many professors, after a drink, about the future of higher 
education, and you wall see this hypothesis confirmed. 

Capital is oddly singular; and it is this singularity which must be asserted, 
against the liberal economists who see it as the natural expansion of the generic 
“tribe” exchanging goods at its borders, and who see the basic bookkeeping 
elements of this most social system even in the isolated slave economy of 
Robinson Crusoe. Jameson’s method, as always, is to introduce a concept— 
reification for example—and spiral forward, addressing contradictions and 
debates in throwaway clauses, at once explaining and enlarging, as he builds to 
his dialectical, momentary conclusion. The liberal economist, then, might argue 
that humans have always made the world in which they live—as do ants and 
apes and all kinds of natural animals. For Jameson, the “dialectical discovery 
will have to do with their helplessness in the face of what they have made.” - 

The other major provocation of this: book is that Capital is not political; 
and that, less convincingly, politics can only be found by expanding on Marx’s 
use of figuration, and by addressing his more literary asides. By way of 
example, Jameson spends some time on the slippage from “representative” to 

- “bearer.” The former, he argues, implies that capitalists are conscious 
members of their class, voluntarily embarking on their historical mission. The 
latter suggests that they “bear” the logic of the system -of capital as an 
‘impersonal imperative, one which they must follow or else fall, like all 
capitalists unwilling to accumulate and expand, into the economic dustbin. 

Capital, then, is a system. The philosophical dualism that is usually 
‘shepherded into the breach—free-floating agent or determined cog?—-seems 
to leave us no room for political action. This problem, awkwardly known as 
that of “praxis,” is the problem of history as such. In his third chapter, 
Jameson navigates this impossible terrain, of what he calls “the embarrassment 
of the philosophy of history,” with its “first times,” its boundaries and “radical 
breaks,” which, as he puts it, “can be false but never true.” To ask the 
question of capital's beginnings and ends is both necessary and necessarily 
embarrassing; yet while there may be no nght answer, what matters for 
Jameson is, as with Heiclegger, “not the answer of the question, but rather the 
intensity with which it is asked and remembered; or indeed retrieved and 
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retrieved again, after it has been forgotten and repressed.” 

This book is both an introduction to and an intervention in the history of 
Marxism. At times, Jameson’s whirling dialectic syntax might be said to 
resemble that old rule of television drama, where the most tired scripts are 
always paired with: the most bombastic of musical scores. Do the Marxian 
‘arguments against anarchism and social democracy really bear repeating? The 
underlying assumption of Representing Capital, and the dialectical materialist 
method as such, is yes. These are not arguments to be memorized by flashcard; 
they must be rearticulated and renegotiated anew, for the simple reason that a 
book like Representing Capital is not written to score points in the world of 
ideas, which would be academic in the worst sense of the word. Besides, many 
of Jameson’s points already have been scored, albeit with less sophistication, by 
other writers. The point, of course, is to contribute to material change in the 
world. i 

Jameson saves his interpretative fireworks for the most philosophical—that is, 
Hegelian—sections of Capital; when Capital becomes more technical, Jameson 
does little more than paraphrase what has been paraphrased countless times 
before. But even when discussing the duller sections, he does his best to impose 
the drama of Marx’s method. Temporality, we learn, is “unleashed” by Marx’s 
analysis; it “springs out like a hobgoblin.” As in all his books, one waits for 
Jameson to open the dialectical spigot, and then we find ourselves carried away, in 
a tumult of allusions, analysis, and asides. If the moral is not, in the end, 
surprising—and it is not, at all—one is nevertheless glad that he has wmitten it, 
because it remains the case that’no one in the academy has quite the same energy 
as Fredric Jameson, and that no one wntes books with sentences quite as forceful 
as these. 


sas} 

It seems to be correct to begin with the real and the concrete, with the real 
precondition, thus to begin, in economics, with e.g. the population, which is 
the foundation and the subject of the entire social act of production. However, 
on closer examination this proves false. The population is an abstraction if I 
leave out, for example, the classes of which it is composed. ... if I were to 
begin with the population, this would be a chaotic conception of the whole, 
and I would then, by means of further determination, move analytically 
towards ever more simple concepts, from the imagined concrete towards ever 
thinner abstractions until I had arrived at the simplest determinations. From 
there the journey would have to be retraced until I had finally arrived at the 
population again, but this time not as the chaotic conception of a whole, but 
as a rich totality of many determinations and relations. 


Marx, The Grundrisse (1857) 
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For decades we have been arguing in Monthly Review that stagnation is 
the normal state of the mature monopoly-capitalist economies. Today the 
reality of stagnation is increasingly gaining the attention of the corporate 
media itself. Thus the New York Times carried an article on February 9, . 
2012, entitled, “In Europe, Stagnation as a Way of Life,” describing 
European economic conditions as a “grinding reality” with seemingly no way 
out. Of course much the same could be said today of the U.S. and Japanese 
economies. 

For those accustomed to thinking of the capitalist economy as either 
growing rapidly or occasionally falling into a severe crisis (from which it 
quickly bounces back), long-run stagnation is a difficult to understand 
phenomenon. As Gar Alperovitz (author of America Beyond Capitalism) 
notes in an interview on “Economic Alternatives to Capitalism” with Richard 
Wolff on February 21, 2012 (http://truthout.com), the present period of 
economic “stagnation and decay” signifies “an ongoing, long, painful process, 
rather than the classic crisis.” In other words, the economy neither collapses 
into a full (or “classic”). crisis, which would allow it to clear out (or devalue) 
its overaccumulated capital, nor is it able to achieve a full recovery. Instead, it 
remains caught in a stagnation trap, limping along at a low rate of growth, 
with high unemployment and excess capacity. Under the circumstances—and 
. without the help of some external stimulus like a major: war, a financial 
bubble, or an epoch-making innovation—the capital accumulation process is 
unable to move off dead center. 

Chronic stagnation under mature aoe usually leads to the systematic 
redistribution of income and wealth toward the rich, engineered by the state. For 
‘the capitalist class, the amassing of private riches is always the over-riding 
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imperative. If this cannot be accomplished by appropriating the growth in wealth 
in the society as a whole, it will be accomplished by redistribution within society. 
Hence, the casts of slow growth are paid for primarily by those at the bottom of 
society—a process that has been institutionalized today under the form of a 
permanently entrenched policy of neoliberalism and financial dominance. 

People everywhere are becoming conscious of the need for international 
solidarity in resisting these dire conditions of stagnation, financialization, and 
neoliberalism associated with the present age of monopoly-finance capital. 
Thus when the Greek parliament voted on February 12 for a barbaric 
European Union-directed austerity package for Greece that would cut the 
minimum wage by 22 percent, effectively abolish collective bargaining, and 
lead to more massive unemployment, the global response was immediate. 
Mass demonstrations took place on February 18 in cities throughout Europe 
and in the United States under the slogan “We Are All Greeks Now.” 
Along with the Occupy Movement and the world response to the Arab 
Spring, the “We Are All Greeks Now” declaration points to the rapid rise 
over the last two years of movements of global solidarity among working 
peoples. 

` Although such dramatic instances of international solidarity necessarily 
draw our attention, myriad grassroots struggles are erupting at the national 
and local levels. In the United States the biggest working-class protests in 
decades occurred last year in Wisconsin as a result of attacks on public sector 
unions and Red'State/Tea Party-inspired austerity measures. In this regard, 
we are proud to announce the publication of a new Monthly Review Press 
book, Wisconsin Uprising: Labor Fights Back, edited by Michael Yates and 
containing contributions by many of the leading protagonists in this battle. An 
afterword by Yates connects the Wisconsin Uprising to the Occupy Wall 


© Street struggle. To obtain copies of this book go to 


http://www.monthlyreview.org/books/index.php or call 1-800-670-9499. 
As part of the development of what will eventually be called MRonline we 


recently invited Ian Angus, founder and editor of the important Climate and 


Capitalism blog to join forces with us and to locate Climate and Capitalism on 
the MR website, with himself as editor. We are happy to announce that he 
agreed and the blog can be found on both the MR website and 
http://climateandcapitalism.com. In announcing the change on February Ms 
Angus wrote: 
Climate and Capitalism is five years old this month. I’m excited to 
mark this anniversary by launching an ‘alliance with Monthly 
Review, the world’s foremost independent socialist journal. 
The agreement will enable the two publications to share 
resources and expand the audience for our Marxist perspective on 
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environmental issues: 

Since 1949, Monthly Review has made invaluable.contributions 
to the fight against capitalism, imperialism, and the 
commodification of life. In the past decade, it has come to be 
widely recognized as an authoritative voice of ecological Marxism. 

So I was deeply honored when MR editor John Bellamy Foster 
proposed that we join forces to make C&C’s unique coverage of 
the global fight against capitalist ecocide available through 
Monthly Review's popular and growing website. 


Qo 


We would like to draw the attention of MR readers to the World Review 
of Political Economy (WRPE) a new quarterly, peer-reviewed academic 
journal devoted to Marxist political economy. Founded in 2010 by the World 
Association of Political Economy, an international nongovernmental 
academic organization based at the Shanghai University of Finance and 
Economics, WRPE is published in English by Pluto Journals in London. 
Enfu Cheng (professor, Shanghai University of Finance and Economics, and 
member, Chinese Academy of Social Science) is the.journal’s editor. He is 
supported by three international coeditors: David M. Kotz (professor, 
University of Massachusetts, Amherst), Hiroshi Ohnishi (professor, Kyoto 
University), and Jean-Claude Delaunay (emeritus professor, University of 
Paris East-Marne la Vallée). The managing editor is Xiaogin Ding 
(associate professor, Shanghai University of Finance and Economics). The 
editorial board of the journal includes a number of MR/MRzine authors 
including Riccardo Bellofiore, John Bellamy Foster, Makoto Itoh, and David 
Kotz. Brett Clark and Michael Perelman have both written for the journal. 
For more information on WRPE see http://plutojournals.com/wrpe. For 
those interested in the World Association of Political Economy itself, it will 
be holding its seventh annual forum, “State, Market, the Public and Human 
Development in the 21st Century,” at Universidad Autónoma Metropolitana- 
Xoxhimilco, Mexico City on May 25-27, 2012. 


All science would be superfluous if the outward appearance and the 
essence of things directly coincided. 


Marx, published by Engels Capital, Volume IIT (1894) 
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interests of American and European companies. He is not concerned about 
the environmental and human impact of these nsky and unwanted 
technologies on his people." 

This bizarre official story of “foreign NGOs" iad in the way of 
development has the marks of an otherwise ignorant PR adviser's "soundbite”. 
But Koodankulam Nuclear Power Project (ANPP) has a history. When 
fuel shipments to the Tarapur nuclear power plant were stopped by the 
United States after the 1974 nuclear test, a deal was signed with the then 
Soviet Russia to build KNPP. The proposed supply of water for the nuclear 
reactors from the nearby Pechiparai reservoir and the discharge of waste water 
into the sea generated opposition in and around Kocdankulam. Post- 
Chernobyl, on August 28, 1988, a massive meeting in Edinthakarai opposed 
the nuclear power plant. Plans put aside when the Soviet Union collapsed in 
1991 were taken up again in 1997, and since then Russian nuclear 
equipment vendor, Atomstroyexport, has built two massive |,000-megawatt 
reactors at the site with four more planned. The project is many years behind 
schedule, for which "foreign NGOs" cannot be blamed. A far more likely 
explanation is to be found in U.S. ambassador to Russia John Beyrle's cable 
of April 3, 2009, released by Wikileaks, with the subject heading "Russia's 
Atomstroyexport Cannot Fulfill Existing International Nuclear Energy 
Contracts..." The cable records the claim that there is "no problem" in India, 
but goes on to spell out that critical "components, such as reactor core 
pressure vessels and high-pressure pump" previously manufactured by. the 
Soviet nuclear firm Atommash cannot be obtained "because the few 
remaining components of Atommash are literally in ruins.” 

The two existing reactors have never had environment impact assessment 
(EIA) nor public hearings. Patibanda Srikant of the Public Affairs Centre, 
Bangalore, sets out an enlightening account of the public hearing held, and 


. the EIA obtained, for the remaining four yet unbuilt reactors: "[After much 


delay] June 2, 2007 was fixed as. the date for public hearing. Around 7,000 
people from the three districts came in huge numbers for the public hearing. 
Tight security was arranged with around 1,200 policemen in riot gear. People 
protested that the environmental impact assessment was not available in the 
local language, Tamil, and so many of the people who attended the public 
hearing could not comprehend the facts regarding radiation levels, impact on 
environment and livelihoods, etc. The public: hearing was brought to. an ` 
abrupt halt with the collector arbitrarily declaring that the questions raised by 
the people had been answered by the nuclear power corporation." 
<http//infochangeindia.org/environment/rethinking-nuclear-energy/twenty-years-of-resistance- ` 
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at-koodankulam.html > 
In view of this history, to claim that such broad protest is merely the result 
_ of instigation by "foreign NGOs" is both ignorant and arrogant. During 
1970’s Indira Gandhi ‘often invoked a supposed "foreign hand” to suppress 
‘ the rising mass anger, radicalisation of the working class and widespread 
peasant revolts. These words now from the mouth of Manmohan Singh, who 
has never for a moment paused in his drive to subject India to the rule of 
foreign monopoly capital, add shamelessness to the traditional progression 
from tragedy to farce. 

For a full authoritative discussion of India's nuclear programme we 
recommend physicist Suvrat Raju's "India’s Atomic Energy Programme: 
Claims and Reality", Aspects of India's Economy No. 48, January 2010 
<http://rupe-india.org/48/atomic.html>. From the social and historical perspective, 
the nuclear question has again and. again exposed the scope of the Indian 
ruling classes’ impatience with democratic dissent. As Chidambaram put it on 
record during Nuclear Deal: "Indian ... democracy has often paralyzed 
decision making ... this approach must change." After the deal was stalled for 
a while, Manmohan Singh wondered whether a "single. party state" would be 
preferable! Their problem is that the evidence against their claims is all too 
clear, and democracy therefore dangerous. The Japanese authorities, after a 
year of misleading statements, admit that the 2011 tsunami has left all four 
reactors at Fukushima filled with highly radioactive waste water, of which we 
now learn as much as 12 tons have already leaked into the environment. And 
in recent days we are again reminded that the site of the Koodankulam 
Nuclear Plant is in an active seismic zone and is similarly at risk. No-one 
believes the regimes assurances about safety, or indeed about most anything 
else. 

Anti-nuclear movement, though mainly urban based and centered among 
intellectuals, has now coalesced with.the movement against the threat of 
displacement, loss of livelihood, alienation from their own surroundings and 
the manifest danger of harmful radiation from nuclear power plants—in a 
word with livelihood of the people. The struggles against nuclear power plants 
in Jaitapur, Haripur and Koodankulam need to be viewed in the context of 
the obsessive, blind, profit-oriented, aggregated GDP growth path of 
development under neo-liberalism. And the regime now sees every obstacle 
created by the protest of the oppressed people to this path of development as 
“anti-state” and to be met with an "iron fist". Thinking dialectically, this all- 

- India, all-purpose, use of Section 121 (Waging, or attempting to wage war, or 
abetting waging of war, against the Government of India’) is but the régimes 
own. reflection as it comes, with "iron fist", to wage war against the health, 
safety and livelihood of the great majority of the people. 
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limestone bedrock (where limestone mining was continuing till recently), 
right on the coast near where in the recent past a huge Tsunami wave struck, 
at a site which have recorded recent history of nearby significant seismic 
activity, and where on the sea-bed, known slump formations are there 
(likelihood of slide by even smaller earthquakes & resulting tsunami wave)." 

These urgent concerns have not been adequately answered, but in an 
interview, given in Science journal in February 2012, Manmohan Singh 
made clear that his own anxieties lay elsewhere, stating: “There are NGOs, 
often funded from the United States and the Scandinavian countries, which 
are not fully appreciative of the development challenges that our country 
faces” and creating controversies regarding GM foods, and that “atomic 
energy program has got into difficulties because these NGOs, mostly Í think 
based in the United States, don't appreciate the need for our country to 
increase the energy supply.” On 16th March Union Shipping Minister 
G.K. Vasan said “In the name of protests, these persons are creating 
roadblocks against the welfare of the country and Tamil Nadu... The 
protests are going on for about nine months now. Tamil Nadu government 
should control them and deal with them with an iron fist.” Unlike the safety 
assurances from the same source, these words were not empty. On 19th 
March, police arrested about 200 people in the course of attacks by security 
forces on anti-nuclear protesters. The demonstrations against the arming of 
the Koodankulam nuclear power station had gathered in excess of 5000 
protesters. Opponents include many local fishermen whose livelihood is at 
stake, but also a wide range of well-informed members of civil society, former 
judges, writers, scientists, academics, filmmakers and lawyers. As the regime 
demanded, the "iron fist" was brought down on this combination of masses 
and intellectuals. People were arrested under Sections 12] (‘Waging, or 
attempting to wage war, or abetting waging of war, against the Government 
of India’), 121A (Conspiracy to commit offences punishable by section 
121... or [conspiracy] to overawe, by means of criminal force or the show of 
criminal force, the Central Government or any [State] Government ) and 
153A (‘Promoting enmity between different groups on grounds of religion, 
race, place of birth, residence, language’) of the Indian Penal Code. 

GM food critic Devinder Sharma summed things up concisely: "It is 
amusing to hear this talk of foreign funding of NGOs from a PM whose 
entire economic prescription is based on foreign direct investment. Whether 
itis GM crops or nuclear plants, the PM is more interested in the commercial 
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Reading or watching the mainstream media on a daily basis is dangerous 
to mental health. All of what is presented as "the news’ is saturated by false 
assumptions, in every case those that favor the worldview of the rich. Because 
these falsehoods are assumed rather than made explicit, the job of getting 
through "the news” to a more accurate and useful reflection of our reality is 
made quite difficult. The "facts" presented are often enough correct when 
taken in isolation, though in certain categories--such as all reports concerning 
killings by the state security apparatus--outright falsehood can be assumed. 
But always the overall account presented is falsified by unspoken 
assumptions. And since often we read or watch the news after work or when 
tired, our worldview may imperceptibly become distorted and diseased just 
as a tired body may become subject to infection. 

We see one task of left commentators and journalists to be the restoration 
of mental health, by exposing the insidious false assumptions that so easily 
can be caught from the mass media. It is often claimed that there is a 
population "problem" and that the "standard of living” of the more developed 
nations cannot be extended to the rest of the world due to the limits of global 
resources. The false assumption is that the excess use of resources is somehow 
equally the responsibility of the entire populations of Western Europe, North 
America, Japan, etc. But the immense squandering of resources in, for 
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The Endless Crisis 


John Bellamy Foster and Robert W. McChesney 


We have had [in England], ever since 1876, a chronic state of 
stagnation in all dominant branches of industry. Neither will the -full 
crash come; nor will the period of longed-for prosperity to which we 
used to be entitled before and after it. A dull depression, a chronic glut 
of all markets for all trades, that is what we have been living i in for 
nearly ten years. How is this? 

—Frederick Engels! 
The Great Financial Crisis and the Great Recession began in the United 
States in 2007 and quickly spread across the globe, marking what appears to 
be a turning point in world history. Although this was followed within two 
years by a recovery phase, the world economy five years after the onset of the 
crisis is still in the doldrums. The United States, Europe, and Japan, remain 
caught in a condition of slow growth, high unemployment, and financial 
instability, with new economic tremors appearing all the time and the effects 
spreading globally. The one bright spot in the world economy, from a growth 
standpoint, has been the seemingly unstoppable expansion of a handful of 
emerging economies, particularly China. Yet, the continuing stability of China 
is now also in question. Hence, the general consensus among informed 
economic observers is that the world capitalist economy is facing the threat of. 
long-run economic stagnation (complicated by the prospect of further financial 
deleveraging), sometimes referred to as the problem of “lost decades.” It is 
this issue of the stagnation of the capitalist economy, even more than that of 
financial crisis or recession that has now emerged as the big question 
worldwide. 
Within the United States dramatic examples of the shift in focus from 

financial crisis to economic stagnation are not difficult to find. Ben Bernanke, 


chairman of the Federal Reserve Board, began a 2011 speech in Jackson 
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Hole, Wyoming, entitled “The Near- and Longer-Term Prospects for the 
U.S. Economy,” with the words: “The financial crisis and the subsequent 
slow recovery have caused some to question whether the United 
States...might not now be facing a prolonged period of stagnation, regardless 
of its public policy choices. Might not the very slow pace of economic 
expansion of the past few.years, not only in the United States but also in a 
number of other advanced economies, morph into something far more long- 
lasting?” Bernanke responded that he thought such an outcome unlikely if the 
right actions were taken: “Notwithstanding the severe difficulties we currently 
face, I do not expect the long-run growth potential of the U.S. economy to be 


, materially affected by the crisis and the recession if—and I stress if—our 
country takes the necessary steps to secure that outcome.” One would of 


a 


course have expected such a declaration to be followed by a clear statement as 
to what those “necessary steps” were. Yet, this was missing from his analysis; 
his biggest point simply being that the nation needs to get its fiscal house in 
order. 

Robert E. Hall, then president of the American Economic Association 
(AEA), provided a different approach in an address to the AEA in January 
2011, entitled “The Long Slump.” A “slump,” as Hall defined it, is the 
period of above-normal unemployment that begins with a sharp contraction of 
the economy and lasts unt! normal employment has been restored. The 
“worst slump in US history,” Hall stated, was “the Great Depression in 
which the economy contracted from 1929 to 1933 and failed to retum to 
normal until the buildup for World War II.” Hall labeled the period of 
prolonged slow growth in which the U.S. economy is now trapped “The 
Great Slump.” With government seemingly unable to provide the economy 
with the needed stimulus, he observed, there was no visible way out: “The 
slump may last many years.”* 

In June 2010, Paul Krugman wrote that the advanced economies were 
currently caught in what he termed the “Third Depression” (the first two being 
the Long Depression following the Panic of 1873 and the Great Depression of 
the 1930s). The defining characteristic of such depressions was not negative 
economic growth, as in the trough of the business cycle, but rather protracted 
slow growth once economic recovery had commenced. In such a long, drawn-out 
recovery “episodes of improvement were never enough to undo the damage of the 
initial slump, and were followed by relapses.” In November 2011, Krugman 
referred to “The Return of Secular Stagnation,” resurrecting the secular 
stagnation hypothesis of the late 1930s to early ‘50s (although in this case, 
according to Krugman, the excess savings inducing stagnation are global rather 
than national). 

Books too have been appearing on the stagnation theme. In 2011, Tyler 
Cowen published The Great Stagnation, which quickly became a bestseller. 
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_ For Cowen the U.S. economy has been characterized by a “a multi-decade 


stagnation.... Even before the financial crisis came along, there was no new 
net job creation in the last decade.... Around the globe, the populous 
countries that have been wealthy for some time share one common feature: 
Their rates of economic growth have slowed down since about 1970.”© If 
creeping stagnation has been a problem for the U.S. and other advanced 
economies for some time, Thomas Palley, in his 2012 book, From Financial 
Crisis to Stagnation, sees today’s Great Stagnation itself as being set off by the 


_ Great Financial Crisis that preceded it, and as representing the failure of 


S 


neoliberal economic policy.” 

Such worries are not confined to the United States, given the sluggish 
economic growth in Japan and Europe as well. Christine Lagarde, managing 
director of the IMF, gave a speech in Washington in September 2011 in 
which she stated that the world economy has “entered a dangerous new phase 
of the crisis.. - Overall, global growth is continuing, but slowing down,” 
taking the fom of an “anemic and bumpy recovery.” Fundamental to this 
dangerous new phase of crisis was “core instability,” ‘or weaknesses in the 
Triad—North America, Europe, and Japan—along with continuing financial 
imbalances “sapping growth.” The big concern was the possibility of another 
“lost decade” for the world economy as a whole. In November 2011 Lagarde 
singled out China as a potential weak link in the world economic system, 
rather than a permanent counter to world economic stagnation.® 

The fact that these rising concerns with respect to the slowing down of the 
wealthy Triad economies have a real basis, not just in the last two decades but 
also in long-term trends since the 19603, can be seen in Chart |. This shows 
the declining real growth rates of the Triad economies in the decades from the 
1960s to the present. The slowdowns were sharpest in Japan and Europe. 
But the United States too experienced a huge drop in economic growth after 
the 1960s, and was unable to regain its earlier trend-rate of growth despite 
the massive stimuli offered by military-spending increases, financial bubbles, a, ,- 
growing sales effort, and continuing exploitation of the privileged position of 
the dollar as the hegemonic currency. The bursting of the New Economy 
stock market bubble in 2000 seriously weakened the U.S. economy, which 
was only saved from a much larger disaster by the rapid rise of the housing 


. bubble in its place. Thé bursting of the latter in Great Financial Crisis of 


2007-09 brought the underlying conditions of stagnation to the surface. 
Hence, long-term economic slowdown, as Chart | indicates, preceded the 
financial crisis. In the U.S case, the rate of growth for the 1970s (which was 
slightly higher than that of the two subsequent decades) was 27 percent less 
than in the 1960s. In 2000-2011 the rate of growth was 63 percent below 
that of the 1960s.° It was this underlying stagnation tendency, as we shall 
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Chart 1. Average annual Real Economic Growth Rates, the United 
states, European Union, and Japan . 
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argue-in this book, which was the reason the economy became so daisi 
on financialization—or a decades-long series of ever-larger speculative 
financial bubbles.*? In fact, a dangerous feedback loop between stagnation 
and financial bubbles has now emerged, reflecting the fact that stagnation and 
financialization are increasingly interdependent phenomena: a problem that 
we refer to in this book as the oa tap: l 


The Denial of History 


Although the tendency to stagnation or a long mre of anemic growth i is | 
increasingly recognized even within the economic mainstream as a major issue, 
broad historical and theoretical understandings of this and its relation to 
capitalist development are lacking within establishment circles. The reason for 
this. we believe can be traced to the fact that neoclassical economists and 
mainstream social science generally have long abandoned any meaningful 
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historical analysis. Their abstract models, geared more to legitimizing the 
system than to understanding its laws of motion, have become increasingly 
other-worldly—constructed around such unreal assumptions as perfect and 
pure competition, perfect information, perfect rationality (or rational 
expectations), and the market efficiency hypothesis. The elegant mathematical 
models developed on the basis of these rarefied constructions often have more 
to do with beauty in the sense of ideal perfection, than with the messy world of 
material reality. The results therefore are about as relevant to today’s reality as 
the medieval debates on the number of angels that could fit on the end of a 
pin were to theirs. This is an economics that has gone the way of stark 
idealism—removed altogether from material conditions. As Krugman put it, 
“the economics profession went astray because economists, as a group, 
mistook beauty, clad in impressive-looking mathematics, for truth.”"! 

John Kenneth Galbraith, in The Economics of Innocent Fraud, provided a 
still stronger condemnation of prevailing economic and social science, arguing 
that in recent decades the system itself had been fraudulently “renamed” from 
capitalism to “the market system.” The advantage of the latter term from an 
establishment perspective was: “There was no adverse history here, in fact no 
history at all. It would have been hard, indeed, to find a more meaningless 
designation—this is a reason for the choice.... So it is of the market system we 
teach the young.... No individual or firm is thus dominant. No economic power 
is evoked. There is nothing here from Marx or Engels. There is only the 
impersonal market, a not wholly innocent fraud.” Along with this, “the phrase 
‘monopoly capitalism,” once in common use,” Galbraith charged, “has been 
dropped from the academic and political lexicon.” Perhaps worst of all, the 
growing likelihood of a severe crisis and a long-term slowdown in the economy 
was systematically hidden from view by this fraudulent displacement of the very 
idea of capitalism (and even of the corporate system).’” 

The continuing influence of Gaibraith’s “economics of innocent fraud” 
and the absurd results it generates can be seen in a 2010 speech by Bernanke 
at Princeton, entitled “Implications of the Financial Crisis for Economics.” 
The primary reason the “standard [macroeconomic] models” had failed to see 
the Great Financial Crisis coming, Bernanke admitted, was that these models 
“were designed for...non-crisis periods” only. In other words, the 
conventional models employed by orthodox economists were constructed 
(intentionally or unintentionally) so as to exclude the very possibility of a major 
crisis or a long-term period of deepening economic stagnation. As long as 
economic growth appeared robust, Bernanke told his listeners, the models 
proved “quite useful.” The problem, then, he insisted, was not so much that 
the models on which economic analysis and policy were based were “irrelevant 
or at least significantly flawed.” Rather the bursting of the financial bubble 
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and the subsequent crisis represented events that were not supposed to 
happen, and that the models were never meant to explain.'* This is similar to 
a meteorologist who has constructed a model that predicts perpetual sunny 
days interrupted by the occasional minor shower and when the big storm 
comes claims in the model’s defense that it was never intended to account for 
the possibility of such unlikely and unforeseen events. '4 
` All of this points to the lack within mainstream economics and social 
science of a reasoned historical interpretation. “Most of the fundamental 
errors committed in economic analysis,” Joseph Schumpeter wrote in his 
History of Economic Analysis, “are due to lack of historical experience” or 
historical understanding. For Schumpeter, this contrasts sharply with the 
approach of Marx, who “was the first economist of top rank to see and to 
J teach systematically how economic theory may be turned into historical 
analysis and how the historical narrative may be tumed into histoire 
raisonnée.”'® Today conventional social scientists have all too often become 
narrow specialists or technicians concerned with one little corner of reality—or 
worse still, developers of models that in their extreme abstraction fall prey to 
Whitehead’s fallacy of misplaced concreteness.’® They seldom recognize the 
importance of the old Hegelian adage that “the truth is the whole’—and 
+ hence can only be understood genetically in its process of becoming.’” 

These self-imposed blinders of mainstream social science were dramatically 
evident in the failure of economics and social science generally to recognize even 
the possibility of economic and social catastrophe in today’s capitalism. In his 
presidential address to the American Economic Association in 2003, Robert 
Lucas flatly declared that the “central problem of depression prevention has been 
solved.” The idea that the economy was now free of major crisis tendencies, due 
to the advent of new, improved monetary policies, became the conventional 
macroeconomic wisdom—referred to by none other than Bernanke in 2004 as the 
coming of the Great Moderation."® Yet, it took only a few years for the bursting of 
the housing bubble to prove how illusory these notions of the end of history were. ~ 

Naturally, not everyone was completely caught off guard by the Great 
Financial Crisis. As early as 2002, two years before Bernanke coined the term 
the “Great Moderation,” a substantial number of independent, informed political- 
economic commeniators—ourselves amongst them—bhad drawn attention to the 
growth of an.enormous real estate or housing bubble. Wniting as editors of 
Monthly Review, we first mentioned the bursting of the real estate/housing bubble 
as a potential devastating force in the U.S. economy in November 2002. This 
was followed up with an article the following spring entitled “What Recovery?” in 
which we contended, “The housing bubble may well be stretched about as thin as 
it can get without bursting.” As the problem became worse, one of us wrote a 
piece for the May 2006 issue of Monthly Review on “The Household Debt 


6 , ANALYTICAL MONTHLY REVIEW/ MAY 2012 


REVIEW OF THE MONTH: THE ENDLESS CRISIS 


Bubble” pointing to the unsustainable borrowing on home mortgages, with the 
greatest burden falling on workers and subprime borrowers. The housing bubble, 
the article argued, had allowed the U.S. economy to recover from the bursting of 
the stock market bubble, but this pointed to the likelihood of a further and possibly 
greater “financial meltdown” a little ways down the road, which could be 
triggered by increases in interest rates then already beginning. So, while some 
aspects of the crisis that arose in the summer of 2007 came as a surprise to us, the 
general course of events did not.’® 

Monthly Review had long focused on the problem of financialization and its 
relation to underlying stagnation tendencies in the economy. But the realization 
that a devastating crisis was in the making as a result of the buildup of the housing 
bubble was not unique to us; rather it was quite widespread among heterodox 
observers, even penetrating into the business literature. This included, most 
notably, Dean Baker, Stephen Roach, John Cassidy, Robert Shiller, and Kevin 
Phillips—while also extending to pragmatic business publications like Business 
Week and the Economist. In August 2002 Baker wrote a report for the Center for 
Economic Policy Research, entitled “The Run-up in Home Prices: Is It Real or 
Is It Another Bubble?” The same month Business Week wamed: “The investors 
who buy many of the [mortgage] loans they securitize—may soon decide that 
enough is enough.... If [interest] rates go higher, the burden of debt service will 
increase.... Approximately 30 percent of outstanding mortgage debt has 
adjustable rates.... A credit crunch could set in if a rate nse triggers a wave of 
defaults by holders of adjustable mortgages.” On September 22, 2002 Stephen 
Roach wrote an op-ed piece for the New York Times on “The Costs of Bursting 
Bubbles” in which he stated, “There is good reason to believe that both the 
property [real estate] and consumer bubbles will burst in the not-so-distant 
future.” In November 2002, New Yorker economic columnist John Cassidy 
published an article entitled, “The Next Crash: Is the Housing Market a Bubble 
That’s About to Burst?” The following year, Yale economist Robert Shiller co- 
authored a prescient Brookings Institution paper entitled “Is There a Bubble in 
the Housing Market?” The Economist in June 2005 stated, “The worldwide nse 
in house prices is the biggest bubble in history. Prepare for the economic pain 
when it pops.” Political commentator Kevin Phillips continually warned of the 
dangers of financialization, commenting in 2006 that homes had become “tools of 
speculative finance” and that “the United States had exchanged a stock-market 
bubble for the larger credit bubble,” presaging financial collapse.” 

In fact warnings of a housing bubble and the threat of a severe financial 
collapse in the four years leading up to the crisis were so numerous as to make 
it difficult, if not impossible, to catalogue them all. The problem, then, was 
not that no one saw the Great Financial Crisis coming. Rather the difficulty 


was that the financial world, driven by their endless desire for more, and 
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orthodox economists, prey to the worship of their increasingly irrelevant 
models, were simply oblivious to the wamings of heterodox economic 
observers all around them. Mainstream economists had increasingly retreated 
back into a Say’s Law view (the notion that supply creates its own demand), 
which argued that severe economic crises were virtually impossible.”! 

The failure of orthodox economics to perceive the financial bubble prior to 
the Great Financial Crisis is now well established in the literature.” What we 
are suggesting here, however, is something different: that the same economics 
of innocent fraud has hindered orthodox economists from perceiving until now 
an even bigger fault line of the mature capitalist economy, the tendency to 
long-term economic stagnation. Indeed, it is the slow growth or stagnation that 
has been festering for decades which explains not only financialization, 
manifested in a string of financial bubbles, but also the deep economic malaise 
that has set in during the period of financial deleveraging. A realistic analysis 
today thus requires close examination of the dangerous feedback loops 
between stagnation and financialization. 

In How Markets Fail Cassidy argues that the two most pet economic 
analyses of our current economic malaise, and its relation to the dual 
phenomena of financialization and stagnation, were provided by: (1) Hyman 
Minsky, a heterodox, post-Keynesian economist, who developed a theory of 
financial instability in relation to contemporary capitalism, and (2) Paul 
Sweezy, a Marxist economist, who saw what he termed the “financialization of 
the capital accumulation process” as a response to the stagnation tendency of ” 
mature monopoly-capitalist economies.” 

As Cassidy observes about the tradition that grew up around Sweezy: 


During the 1980s and ‘90s, a diminishing band’ of Marxist economists, 
centered around The Monthly Review, a small New York journal that had 
been eking out an existence since the 1940s, focused on what they termed 
the “financialization” of U.S. capitalism, pointing out that employment in 
the financial sector, trading volumes in the speculative markets, and the 
earnings of Wall Street firms were all rising sharply. Between 1980 and 
2000, financial industry profits rose from $32.4 billion to $195.8 billion, 
according to figures from the Commerce Department, and the financial 
sector's share of all domestically produced profits went from 19 percent to 
. 29 percent. 

Paul Sweezy, a Harvard-trained octogenarian who had emerged from 
the same Cambridge cohort as Galbraith and Samuelson, and who wrote what 
is still the best introduction to Marxist economics, was the leader of the left-wing. 
dissidents. To a free market economist, the nse of Wall Street was a natural 
outgrowth of the U.S. economy’s competitive advantage in the sector. Sweezy 
said it reflected an increasingly desperate effort to head off economic stagnation. 

-With wages growmg slowly, if at all, and with investment opportunities | 
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insufficient to soak up all the [actual and potential] profits that corporations ~ 
were generating, the issuance of debt and the incessant creation of new objects 
of financial speculation were necessary to keep spending growing. “Is the casino 
society a significant drag on economic growth?” Sweezy asked in a 1987 article 
he cowrote with Harry Magdoff. “Again, absolutely not. What growth the 
economy has experienced in recent years, apart from that attributable to an 


unprecedented peacetime military build-up, has been almost entirely due to the 
financial explosion.””4 


For Cassidy, it was the reasoned historical analysis of capitalism developed 
by Minsky and Sweezy that allowed each of them to perceive the dramatic 
transformations leading up to the early twenty-first century crisis. “Minsky 
and Sweezy didn’t agree on everything, but their highly developed cnitical | 
faculties allowed them to see, well before many mainstream economists, that a 
new model of financially driven capitalism had emerged.” Indeed, the 
“wordwide slump” that had its origins in the United States in 2007 
“demonstrated that Minsky and Sweezy had been right when they said the 
fortunes of the economy at large couldn’t be divorced from what happened on 
Wall Street.” For Sweezy, in particular, stagnation and financialization 
represented coevolutionary phenomena caught in a “symbiotic embrace." ~ 

Minsky’s analysis pointed to what has become known as the Minsky 
Moment, or the advent of financial crisis. In contrast, Sweezy’s work on 
financialization, which he saw as a broad trend encompassing a stream of 
bubble-bursting events, stressed the causal role of what could be called the 
Sweezy Normal State of stagnation in mature monopoly-capitalist economies. 
It is the Sweezy Normal State and its relation to financialization with the rise 
of monopoly-finance capital—together with the globalized impact of these 
phenomena on the global South, particularly China—which forms the content 
of this book. 


“Why Stagnation?” 

On March 27, 1947, a now legendary debate on the future of capitalism 
took place at Harvard University between Sweezy and Schumpeter, two of its 
most popular and influential economists. As Paul Samuelson was to declare 
decades later, in the early 1970s: “Recent events on college campuses have 
recalled to my inward eye one of the great happenings in my own lifetime. It 
took place at Harvard back in the days when giants walked the earth and 
Harvard Yard. Joseph Schumpeter, Harvard’s brilliant economist and social 
prophet, was to debate Paul Sweezy on “The Future of Capitalism,’ Wassily 
Leontief was in the chair as the moderator and the Littauer Auditorium could 
not accommodate the packed house. ””® 

The debate between Sweezy and Schumpeter was part of the larger 
debate on stagnation in the 1930s through the early ‘50s, brought on by the 
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Great Depression. Sweezy argued on the basis of Marx and Keynes that 
“accumulation is the primary factor” in capitalist development, yet noted that 
its influence was waning. “There is no mechanism in the system,” he 
explained “for adjusting investment opportunities to the way capitalists want 
to accumulate and no reason to suppose that if investment opportunities are 
inadequate capitalists will tum to consumption—quite the contrary.” Hence, 
the motor was removed from the capitalist economy, which tended—without 
some external force, such as “the outside shot in the arm of a war’ —toward 
long-run stagnation. Schumpeter, taking a more conservative and “Austrian” 
approach, apparently argued that a long cycle (Kondratieff) expansion might 
commence in the late 1950s, peaking in the late ‘80s; and yet the wind was 
likely to go out of the sails of the U.S. economy due to the waning of the 
entrepreneurial function and the rise of corporations and the state. 
Schumpeter did not deny the stagnationist tendency of the economy but 
thought growth was weighed down rather than stimulated by New Deal-type 
intrusions in the economy.” 

Nearly twenty years later, Sweezy, writing with Paul Baran, published their 
now classic study, Monopoly Capital, which was to have a strong influence on New 
Left economics in the 1970s. “The normal state of the monopoly capitalist 
economy,” they declared, “is stagnation." According to this argument, the rise of 
the giant monopolistic (or oligopolistic) corporations had led to a tendency for the 
actual and potential investment-seeking surplus in society to nse. The very 
conditions of exploitation (or high price markups on unit labor costs) meant both 
that inequality in society increased and that more and more surplus capital tended 
to accumulate actually and potentially within the giant firms and in the hands of 
wealthy investors, wha were unable to find profitable investment outlets sufficient to 
absorb all of the investment-seeking surplus. Hence, the economy became 
increasingly dependent on external stimuli such as higher government spending 
(particularly on the military), a rising sales effort, and financial expansion to 
maintain growth.” Such external stimuli, as Sweezy was later to explain, were “not 
part of the internal logic of the economy itself,” falling “outside the scope of 
mainstream economics from which histoncal, political, and ` sociological 
considerations are carefully excluded.” 

All of these external stimuli were self-limiting, and/or EE further long- 
run contradictions, leading to the resumption of stagnation tendencies. Sending 
capital investment abroad did little to abate the problem since the return flow of 
profits and other business returns, under conditions of unequal exchange 
between global North and South and U.S. hegemony in general, tended to 
overwhelm the outward flow. A truly epoch-making innovation, playing the role 
of the steam engine, the railroad, or the automobile in the nineteenth and early- 
to-mid-twentieth centuries, might alter the situation. But such history-changing. 
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innovations of the kind that would alter the entire geography and scale of 
accumulation were not to be counted on and were probably less likely under 
mature monopoly-capitalist conditions. The result was that the economy, despite 
its ordinary ups and downs, tended to sink into a normal state of long-run slow 
’ growth, rather than the robust growth assumed by orthodox economics. In 
essence an economy in which decisions on savings and investment are made 
privately tends to fall into a stagnation trap: existing demand is insufficient to ` 
absorb all of the actual and potential savings (or surplus) available, output falls, 
and there is no automatic mechanism that generates full recovery.” 

Stagnation theory, in this sense, did not mean that strong economic growth 
for a time was impossible in mature capitalist economies—simply that 
stagriation was the normal case and that robust growth had to be explained as 
the result of special historical factors. This reversed the logic charactenstic of 
neoclassical economics, which assumed that rapid growth was natural under 
capitalism, except when outside forces, such as the state or trade unions, 
interfered with the smooth operation of the market. Stagnation also did not 
necessarily mean deep downturns with negative growth, but rather a slowing 
down of the trend-rate of growth due to overaccumulation. Net investment (i.e., 
investment beyond that covered by depreciation funds) atrophied, since with 
nsing productivity what little investment was called for could be met through 
depreciation funds alone. Stagnation thus assumed steady technological 
progress and rising productivity as its basis. It was not that the economy was not 
productive enough; rather it was too productive to absorb the entire investment- 
seeking surplus generated within production. 

Baran and Sweezy’s Monopoly Capital was published at the very height of 
the post-Second War boom and during the Vietnam War period. In the mid— 
1970s the U.S. economy slowed down drastically, ending a period of rapid 
expansion that had been fueled by: (1) the build up of consumer liquidity 
during the war; (2) the second great wave of automobilization in the United 
States (including the construction of the Interstate highway system); (3) a 
period of cheap energy based on the massive exploitation of oil; (4) the 
rebuilding of the war-torn European and Japanese economies; (5) two 
regional wars in Asia, and Cold War military spending in general; and (6) a 
period of unrivaled U.S. hegemony. As the external conditions lifting the 
economy during these years gradually waned, conditions of stagnation 
reemerged. 

However, in the 1970s growing debt and the related casino economy emerged 
as a means of propping up U.S. capitalism, and by the 1980s the surplus capital 
from the entire world was drawn into the speculative whirlwind of a new, 
financialized economy centered in Wall Street. Paul Sweezy and Harry Magdoff 
were among the earliest and most persistent analysts of this new process of 
financialization, seeing it not simply in Minsky-like terms of periodic financial 
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crises, but as a drug or stimulant, akin to those sometimes used by athletes, that had 
emerged within the system to keep the economy going despite what they called 
“creeping stagnation.” “Finance,” they wrote in 1977, “acts as an accelerator of 
the business cycle, pushing it farther and faster along on the way up and steepening 
the decline on the way down.” Agreeing with Minsky on financial instability, they 
nonetheless argued that “by focusing almost entirely on the financial aspects he 
overlooks other long term-factors which give a more solid base to the long wave of 
prosperity, and he likewise ignores the petering out of the boom-sustaining 
conditions as well as the resurgence of stagnation tendencies.” The underlying 
problem remained the Sweezy Normal State of stagnation, now complicated by an 
addiction to debt-based stimuli. 

On March 22, 1982, almost thirty-five years to the day from his legendary 
debate with Schumpeter at Harvard, Sweezy delivered a talk at the Harvard 
Economics Club entitled, “Why Stagnation?”** Here he recounted the 
origins of the great stagnation debate that had arisen at Harvard in the late 
1930s, when a deep recession appeared in 1937, before full recovery from the 
Great Depression had occurred. This raised the question, as Alvin Hansen, 
Keynes’ leading follower in the United States, posed it in his 1938 book, of 
Full Recovery or Stagnation? Schumpeter in his 1942 treatise, Capitalism, 
Socialism, and Democracy, labeled Hansen’s stagnationist analysis “the 
theory of vanishing investment opportunity” and countered it with his own 
argument that the real problem preventing full recovery was the New. Deal 
itself. It was this that led up to the Sweezy-Schumpeter debate in 1947. 

In 1982, speaking three-and-a-half decades after his famous debate with 
Schumpeter, Sweezy told his listeners at the Harvard Economics Club that 
- the stagnation question arising out of the Great Depression had been 
“dropped without any satisfactory answer.... Reality is now posing it again,” 
demonstrating that “the burial of stagnation was, to say the least, premature.” 
However, what had fundamentally changed things since (beyond the growth 
in government spending) was the increased reliance on the promotion of 
credit/debt as a long-term stimulus to counter stagnation: 


Let me digress for a moment to point out that the fact that the overall 
performance of the economy in recent years has not been much worse than 
it actually has been, or as bad as it was in the 1930s, is largely owing to 
three causes: (1) the much greater role of government spending and 
government deficits; (2) the enormous growth of consumer debt, including 
` residential mortgage debt, especially during the 1970s; and (3) the 
ballooning of the financial sector of the economy which, apart from the 
growth of debt as such, includes an explosion of all kinds of speculation, 
old and new, which in tum generates more than a mere trickledown of 
purchasing power into the “real” economy, mostly in the form of increased 
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demand for luxury goods. These are important forces counteracting 
stagnation as long as they last, but there is always the danger that if 
carried too far they will erupt in an old-fashioned panic of a kind we 
haven’t seen since 1929-33 period. 


There could hardly have been a more’ far-sighted description of the 
contradictions of U.S. capitalism, pointing ahead to the Great Financial 
Crisis of 2007-09, and to the conditions of severe economic stagnation that 
arose ‘in its wake. These warnings, however, went unheeded, and no 
resurrection of the stagnation debate occurred in the 1980s. 

Addressing the failure of younger generations of left economists to take up 
the question, Magdoff and Sweezy observed in Stagnation and the Financial 
Explosion in 1987: 


We both reached adulthood during the 1930s, and it was then that we 
received our initiation into the realities of capitalist economics and politics. 
For us economic stagnation in its most agonizing and pervasive form, 
including its far-reaching ramifications in every aspect of social life, was an 
overwhelming personal experience. We know what it is and what it can 
mean; we do not need elaborate definitions or explanations. But we have 
gradually leamed, not altogether to our surprise of course, that younger 
people who grew up in the 1940s or later not only do not share but also 
do not understand these perceptions. The economic environment of the 
war and postwar periods that played such an important part in shaping 
their experiences was very different. For them stagnation tends to be a 
rather vague term, equivalent perhaps to a longer-than-usual recession but 
with no implications of possible grave political and _ international 
repercussions. Under these circumstances, they find it hard to relate to 
what they are likely to regard as our obsession with the problem of 
stagnation. They are not quite sure what we are talking about or what all 
the fuss is over. There is a temptation to say: Just wait and see, you'll find 
out soon enough.?” 


Yet, rather than ending with such a pronouncement, Madgoff and Sweezy 
went on to explain in the remainder of their book why a stagnation tendency 
was so deeply embedded in mature monopoly-capitalist societies, prone to 
market saturation, and why financialization had emerged as a desperate and 
ultimately dangerous savior. In their chapter on “Production and Finance,” 
they introduced a systematic analysis of the relation of the productive base of 
the economy to the financial superstructure (or as they also called it the 
relation of the “real economy” to finance), accounting for the increasingly 
shaky financial structure on top of a “stagnant productive sector.”** 

In his final article, “More (or Less) on Globalization,” written in 1997, fifty 
years after the Sweezy-Schumpeter debate, Sweezy depicted the 
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overaccumulation problem of developed capitalism in terms of three conditions: 
(1) growing monopolization at the global level with the expansion of 
multinatonal corporations, (2) the slowing down (or deepening stagnation) of 
the Trad economies, and (3) the “financialization of accumulation process.” 
For Sweezy, these three trends were “intricately related” and anyone wanting to 
understand the future of the capitalist economy needed to focus on their 
interrelation, and their presence within a capitalist system that was more and 
more globalized.” 

Monopoly-Finance Capital and the Great Stagnation 


Our own analysis in this book begins in many ways where Sweezy (and 
Harry Magdoff) left off, and carries forward as well the analysis of John 
Bellamy Foster and Fred Magdoff in The Great Financial Crisis: Causes and 
Consequences (2009).** What Sweezy called the “intricately related” aspects 
of monopolization, stagnation, financialization, and globalization have 
produced a new historical phase, which we refer to as “monopoly-finance 
capital.” In this period the Triad economies are locked in a stagnation- 
financialization trap, while linked to the growth in the emerging economies via 
the global labor arbitrage—whereby multinational corporations exploit the 
differences in wage levels in the world in order to extract surplus profits. The 
result is the worsening of the overall problem of surplus capital absorption and 
financial instability in the center of the world economy. In this book we are 
particularly concerned with how this is working out at the global level, with 
considerable focus (in the later chapters) on how this is related to the Chinese 
economy. 

Yet, the central problem remains overaccumulation within the Triad, 
where the United States, despite its declining hegemony, still constitutes the 
trend-setting force in the world system of accumulation. The deepening effects 
of stagnation in the U.S. economy can be seen in Chart 2, showing the long- 
run downward trend in the growth rate of industrial production in the United 
States. 

Nor is the United States alone in this respect. Since the 1960s West 
Germany, France, the United Kingdom, Italy, and Japan have all seen even 
larger declines, when compared to the United States, in their trend-rates of 
growth of industrial production. In the case of Japan industrial production 
rose by 16.7 percent in 1960-70 and by a mere 0.04 percent in 1990- 
2010.% 

The story shown in Chart 2 is one of deepening stagnation of 
production—-already emphasized by Sweezy and Magdoff in the 1970s and 
‘80s. Chart 3, in contrast, reveals that this led—especially from the 1980s 
on—to a shift in the economy from production to speculative finance as the 
main stimulus to growth. Thus the FIRE (finance, insurance, and real estate) 
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Chart 2. Industrial Production Index 
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Source: FRED Graph Observations, Economic Research Division, Federal 
Reserve Board of St. Louis, Industrial Production Index (INDPRO), Index 
2007=100, Monthly, Seasonally Adjusted, http://research.stlouisfed.org/fred2. 

Note: Chart 2 uses a twenty-year moving average. Moving averages are meant to 


smooth out fluctuations in order to highlight longer trends 


portion of national income expanded from 35 percent of the goods-production 
share in the early 1980s to over 65 percent in recent years. The so-called 
economic booms of the 1980s and ‘90s were powered by the rapid growth of 
financial speculation leveraged by increasing debt, primarily in the private 
sector. 

The dramatic rise in the share of income associated with finance relative to 
goods production industries has not, however, been accompanied by an 
equally dramatic rise of the share of jobs in financial services as opposed to 
industrial production. Thus employment in FIRE as a percentage of 
employment in goods production over the last two decades has remained flat 
at about 22 percent. This suggests that the big increase in income associated 
with finance when compared to production has resulted in outsized gains for a 
relatively few income recipients rather than a corresponding increase in jobs.” 

The rapid expansion of FIRE in relation to goods production in the U.S. 
economy is a manifestation of the long-run financialization of the economy, 
i.e., the shift of the center of gravity of economic activity increasingly from 
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Chart 3. share of GDP Going to FIRE (Finance, Insurance, and Real 
Estate) as Percent of Total Goods-Producing Industries share 
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production (and production-related services) to speculative finance. In the 
face of market saturation and vanishing profitable investment opportunities in 
the “real economy,” capital formation or real investment gave way before the 
increased speculative use of the economic surplus of society in pursuit of 
capital gains through asset inflation. As Magdoff and Sweezy explained as 
early as the 1970s, this could have an indirect effect in stimulating the 
economy, primarily by spurring luxury consumption. This has become known 
as the “wealth effect,” whereby a portion of the capital gains associated with 
asset appreciation in the stock market, real estate market, etc. is spent on 
goods and services for the well-to-do, adding to the effective demand in the 
economy.* beds 

Yet, the stimulus provided by financialization has not prevented a multi- 
decade ‘decline in the role of investment in the U.S. economy. Thus net 
private nonresidential fixed investment dropped from 4 percent of GDP in the 
1970s to 3.8 percent in the ‘80s, 3 percent in the ‘90s, and 2.4 percent in 
2000-2010.*4 At the heart of the matter is the declining long-term growth 
rate of investment in manufacturing, and more particularly in manufacturing 
structures (construction of new or refurbished manufacturing plants and 
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facilities), as shown in Chart 4. 
Chart 4. Growth Rate of Real investment in Manufacturing structures 


a z 


< 
> 


a 


Annual Percent Change, 20-year moving average 
G 


a 





4 
10 195 1960 1965 1970 1978 1980 1988 1990 196 2000 200 2010 


Source: Bureau of Economic Analysis, National Income and Product Accounts, Table 
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Even with declining rates of investment growth, productivity increases in 
industry have continued, leading to the expansion of excess productive capacity 
(an indication of the overaccumulation of capital). This can be seen in Chart 5 


_ showing the long-term slide in capacity utilization in manufacturing. High and 


rising levels of unused (or excess) capacity have a negative effect on investment 
since corporations are naturally reluctant to invest in industries where a large 
portion of the existing capacity is standing idle. The U.S. automobile industry 
leading up to and during the Great Recession (like the worldwide industry) was 
faced with huge amounts of unused capacity—equal to approximately one-third 
of its total capacity. A 2008 Businessweek article underscored the global auto 
glut: “With sales tanking from Beijing to Boston; automakers find themselves in 
an embarrassing position. Having indulged in a global orgy of factory-building 
in recent years, the industry has the capacity to make an astounding 94 million 
vehicles each year. That’s about 34 million too many based on current sales, 
according to researcher CSM Worldwide, or the output of about 100 plants.” 

The decreasing utilization of productive capacity is paralleled by what we 
referred to in 2004 as “The Stagnation of Employment,” or the growing 
unemployment and underemployment that characterizes both the U.S. economy 
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and the economies of the Triad in general. According to the alternative labor 
underutilization measure, U6, of the Bureau of Labor Statistics, a full 14.9 
percent of the civilian work force (plus marginally attached workers) were 
unemployed or underemployed on a seasonally adjusted basis in the United 
States in February 2012.47 


- Chart 5: Manufacturing Capacity Utilization 
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In these circumstances, the U.S. economy, as we have seen, has become 
chronically dependent on the ballooning of the financial superstructure to keep 
things going. Industral corporations themselves have became financialized 
entities, operating more like banks in financing sales of their products, and often 
engaging in speculation on commodities and currencies. Today they are more 
inclined to pursue the immediate, sure-fire gains available through merger, 
acquisition, and enhanced monopoly power than to commit their capital to the 
uncertain exigencies associated with the expansion of productive activity. 
Political-economic power has followed the financial growth curve of the ` 
economy, with the economic base of political hegemony shifting from the real 
economy of production to the financial world, and increasingly serving the 
interests of the latter, in what became known as the neoliberal age. 

The main key to understanding these developments, however, remains the 
Sweezy Normal State. The long-term trends associated with economic 
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growth, industrial production, investment, financialization, and capacity 
utilization (as shown in Charts 1—5 above) all point to the same phenomenon 
of a long-term economic slowdown in the U.S. and the other advanced 
industrial economies. 

A central cause ofthis stagnation tendency is the high, and today rapidly 
increasing, price markups of monopolistic corporations, giving rise to 
growing problems of surplus capital absorption. Taking the nonfarm 
business sector as a whole, the price markup on unit labor costs (the ratio of 
prices to unit labor costs) for the U.S. economy over the entire post-Second 
World War period averaged 1.57, with a low of around 1.50 in the late 
1940s. However, from the late 1990s to the present the markup on unit 
labor costs—what the great Polish economist Michal Kalecki referred to as 
the “degree of monopoly”—has climbed sharply, to 1.75 in the final quarter 
of 2011. As stated in The Economic Report of the President, 2012: “The 
markup has now risen to its highest level in post-World War II history, with 
much of that increase taking place over the past four years. Because the 
markup of prices over unit labor costs is the inverse of the labor share of 
output, saying that an increase in the price markup is the highest in postwar 
history is equivalent to saying that the labor share of output has fallen to its 
lowest level.”4° 


The Ambiguity of Global Competition 


In line with the foregoing, the last few decades have seen the intensification 
of a growing trend today towards monopolization in the U.S. and global 
economies, reflected in: (1) concentration and centralization of capital on a 
world scale, (2) growth of monopoly power and profits, (3) the developing 
global supply chains of multinational corporations, and (4) the nse of 
monopolistic finance. The total annual revenue of the five hundred largest 
corporations in the world (known as the Global 500) was equal in 2004—08 
to around 40 percent of world income, with sharp increases since the 1990s.°° 
This strong monopolization tendency, however, is scarcely perceived today in ` 
the face of what is characterized in the conventional wisdom as ever-greater 
competition between firms, workers, and states. 

We call this problem of mistaken identity, in which growing 
monopolization is misconstrued as growing competition, the “ambiguity of 
competition.” From the days of Adam Smith to the present the development 
of monopoly power has always been seen as a constraint on free 
competition, particularly in the domain of price competition. As Smith put 
it in The Wealth of Nations, “The price of monopoly is upon every occasion 
the highest which can be got. The natural price, or the price of free 
competition, on the contrary, is the lowest which can be taken.”®! For 
classical political economists in the nineteenth century competition was only 
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intense if there were numerous small firms. However, Karl Marx had 
already pointed in Capital to the concentration and centralization of capital, 
whereby bigger firms beat smaller ones and frequently absorbed the latter 
through mergers and acquisitions. This led to a vast transformation of 
industry in the last quarter of the nineteenth century and the beginning of 
the twentieth century, as production came to be dominated by a relatively 
small number of giant corporations. As John Munkirs wrote in 1985 in The 
Transformation of American Capitalism, “The genesis of monopoly 
capitalism (1860s to 1920s) created a stark dichotomy between society’s 
professed belief in Adam Smith’s competitive market structure capitalism 
and economic reality.” 

In the 1920s and ‘30s important innovations in economic theory were 
introduced designed to account for this new reality, under the rubric of “the 
theory of imperfect competition.” The three most important pioneering 
attempts to alter mainstream economic theory to take account of monopoly 
power were developed by Edward H. Chamberlin in The Theory of 
Monopolistic Competition (1933), Joan Robinson in The Economics of 
Imperfect Competition (1933), and Sweezy in “Demand Under Conditions 
of Oligopoly” (1939). As Robinson wrote, “We see on every side a drift 
toward monopolisation under the names of restriction schemes, quota 
systems, rationalisation, and the growth of giant companies.”© In 
Chamberlin’s -terms, “The idea of a purely competitive system is 
inadmissible; for not only does it ignore the fact that the monopoly influence 
is felt in varying degrees throughout the system, but it sweeps it aside 
altogether... In fact, as will be shown later, if either element [competition 
or monopoly] is to be omitted from the picture, the assumption of ubiquitous 
monopoly has much more in its favor.” 

These analyses considered a wide varieties of monopolistic and semi- 
monopolistic situations, describing how price competition was diminished with 
monopoly, how firms were able to set their own prices partly through “product 
differentiation” (a term coined by Chamberlin), and how industries were 
increasingly dominated by oligopolies (a few giant firms) with considerable 
monopoly power. 

Chamberlin, who also introduced the concept of oligopoly into economic 
theory, emphasized its role in the very first chapter of his Theory of Monopolistic 
Competition. Sweezy’s “Demand Under Conditions of Oligopoly” introduced 

_a theory of oligopolistic pricing, which argued that any price-cutting by giant 
oligopolistic firms was enormously destructive, leading to actual price warfare, in 
which firms would each lower their prices in order to retain market share and all 
would see their profits decline. Hence, large firms in mature, concentrated 
industries soon learned to collude indirectly in raising rather than lowering 
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prices, with the result that prices (and more importantly profit margins) tended 
to go only one way—up.”” The most frequent result of monopolistic (including 
oligopolistic) competition and the constraints on price competition it imposed, 
according to Chamberlin, was “excess productive capacity, for which there is no 
automatic corrective.... The surplus capacity is never cast off, and the result is 
high prices and waste.” l 

Since these theories of monopolistic competition challenged the notion of a 
freely competitive system, threatening the whole structure of orthodox 
economics, they were shunted aside—in an early version of the economics of 
innocent fraud—into a marginal realm within economics. A set of exceptions 
to perfect competition was recognized, but this was treated as outside the 
general model of the economy, which remained a world of perfect and pure 
competition. At the same time, economists introduced intermediary notions 
such as “workable competition” (a vague notion that in practice effective 
competition somehow continued) together with the idea of a new competition 
geared less to price competition than to innovation, i.e., the perennial gale of 
Schumpeterian “creative destruction.” 

Imperfect competition theory itself was reshaped to conform to the needs of 
economic orthodoxy. Hence, the notion of “monopolistic competition” was 
redefined simply to relate to conditions where numerous small firms were able to 
exploit favorable locations or product differentiation, while excluding oligopoly 
(the typical case) from the concept. Chamberlin himself was driven to object 
that oligopoly had been the starting point for monopolistic competition theory 
and its exclusion from the theory of monopolistic competition was absurd. 
“Monopolistic competition,” he complained, was “converted from an almost 
universal phenomenon, which it surely is...to the relatively unimportant one of 
differentiated products in the restricted case of ‘large numbers.” 

Competition was therefore redefined in public discourse to mean “workable 
competition” as a vague analogue to perfect competition, while economists in 
their basic models continued to hold onto the abstract notion of perfect and/or 
pure competition. Instances of oligopolistic rivalry—i.e., the intense battles 
between quasi-monopolistic firms over markets, product differentiation, and low 
cost position (but seldom encompassing price cutting in final consumption 
markets)—-were often erroneously treated as if they exemplified Smithian 
competition. Orthodox figures such as Milton Friedman meanwhile continued 
to argue that oligopolistic rivalry was the very antithesis of competition. 

It is this confused situation that gives rise to the ambiguity of 
competition.” As Munkirs stated in The Transformation of American 
Capitalism: “Within the business community and the economics profession, 
[ohn Maurice] Clark’s concept of ‘workable competition’ and Schumpeter’s 
‘gales of creative destruction’ were christened ‘the new competition.’ Simply 
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by assigning a new meaning to the term competition, the ill effects of 
monopolistically competitive market structures were defined out of existence. 
Yet the real world does exist. ”®! 

In contrast, radical and Marxian thinkers were dedicated to a realistic 
historical outlook, and, as they had no reason to hold on to the notion of free 
competition where it contradicted such reality, continued to analyze the growing 
role of monopoly. in the modem economic system. For economist Rudolf 
Hilferding in Austria and Germany, such monopolization was characterized as 
the growth of “finance capital.”® Lenin, following Hilferding, wrote of what he 
called “the monopoly stage of capitalism”—seeing this as the basis of modern 
imperialism.™ The iconoclastic U.S. economist Thorstein Veblen developed an 
early theory of monopoly capitalism as part of his critique of “absentee 
ownership.” 

Within the terrain of critical economics from the 1930s to ‘70s, Kalecki 
and Josef Steindl] developed theories of the widening degree of monopoly 
and its relation to maturity and stagnation. The purpose of Baran and 
Sweezy’s Monopoly Capital, which drew much of its inspiration from 
Kalecki and Steindl, was “to begin the process of systematically analyzing 
monopoly capitalism on the basis of the experience of the most developed 
monopoly capitalist society”—the United States. Likewise such works as 
Harry Magdoff’s Age of Imperialism (1969), James O’Connor’s The Fiscal 
Crisis of the State (1973), and Harry Braverman’s Labor and Monopoly 
Capital (1974) relied on the concept of monopoly capital.® 

Our own line of inquiry in this book builds on such analyses, attempting to 
understand the current phase of monopoly-finance capital, in which stagnation 
and financialization have emerged as interrelated trends on a global scale. 
Here the paradox of an economy where financialization rather than capital 
accumulation has now become the motor of the system is explored. 


The Globalization of Monopoly Capital, U.S. Hegemonic 
Decline, and the Rise of China 

Still, even on the left the role of monopolization is far from universally 
accepted today, largely because of the changes in perception brought on by 
increased international competition (or transnational oligopolistic nvalry). In 
the 1970s core U.S. industries, such as steel and automobiles, began to be 
affected by international competition, seemingly undermining the power of 
U.S. monopoly capital. The rise of multinational corporations, primarily in 
the Trad, was the vehicle for this enhanced world competition. This caused 
Joan Robinson to quip, “Modem industry is a system not so much of 
monopolistic competition as of competitive monopolies.” 

Some observers saw this process of the creation of global oligopolies, 
which necessarily involved the amalgamation or destruction of the weaker of 
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the national oligopolistic firms, as a return of the nineteenth-century-style 
competitive system. They were mistaken. 

The theory of the multinational corporation, as developed by Stephen 
Hymer (who is still the definitional economic theorist in this area), saw the rise 
of these globe-trotting firms as the product of the growth of the concentration 
and centralization of capital and monopoly power worldwide. Rather than a 
competitive market structure, as envisioned in orthodox economics, what was 
emerging was a system of global oligopolistic rivalry for the domination of world 
production by a smaller and smaller number of global corporations. Hymer 
went on to connect this to Marx’s theory of the industrial reserve army of the 
unemployed, explaining that the monopolistic multinational corporations were in 
the process of creating a new international division of labor based on the 
formation of a global reserve army, and the exploitation of wage differentials 
worldwide (or the global labor arbitrage). This global restructuring of 
production adopted a divide and rule approach to labor worldwide. 

These changes were accompanied by a shift of the United States, beginning in 
around 1980s, from a massive surplus to a massive deficit country in its current 
account (the combined balances on trade in goods and services, income, and net 
unilateral transfers), tuming it into the consumption engine of the world economy 
or “buyer of last resort.””" All of this was made possible by U.S. dollar hegemony, 
coupled with financialization, whereby, as Yanis Varoufakis has argued, the 
United States became the Global Minotaur, borrowing and consuming out of 
proportion to its own production while providing markets for the exports of other 
countries.” This can be seen in Chart 6, showing the growth of the U.S. current 
account deficit (a good part of which results from the deficit in the trade in goods 
and services) as a percent of GDP. During the last thirty years the United State 
has turned into the world’s largest borrower, exploiting its position of financial 
hegemony and drawing in surplus capital from the rest of the world—while 
ultimately compounding its underlying problem of overaccumulation. 

At the same time, the global labor arbitrage promoted by multinational 
corporations was restructuring the world economy, transferring much of world 
production to the global South. The giant corporations developed ever more 
complex supply chains extending to low-wage countries, with the final goods 
aimed primarily at markets in the global North, and the surplus seized in 
considerable part by the omnipresent multinational firms themselves. In the 
1960s 6 percent of total U.S. corporate profits came from abroad. By the 
1990s this had risen to 15 percent, and in 2000-2010 to 21 percent. ” 

The biggest question mark generated by this new phase of accumulation today 
is the rapid growth of a few large emerging economies, particularly China and 
India. The vagaries of an accumulation system in these countries based on the 
exploitation of massive reserve armies of workers (in China a “floating 
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Chart 6. U.s. Current account Balance 
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population” of peasants) in the hundreds of millions, which cannot be absorbed 
internally through the standard industrialization process, makes the future of the 
new Asia uncertain. The imperial rent exacted by multinationals, who also control 
the global supply chains, means that emerging economies face what may appear to 
be an open door to the world market, but must proceed along paths controlled 
from outside.“ The vast inequality built into a model of export-oriented 
development based on low-wage labor creates internal fault lines for emerging 
economies. China is now the site of continual mass protests, occurring on a scale 
of hundreds of thousands annually. In an article entitled “Is China Ripe for 
Revolution?” in the February 12, 2012 New York Times, Stephen R. Platt 
wrote that the Taiping Rebellion of the nineteenth century might stand as a 
historical reminder of the possibility of another major “revolution from within” in 
that country (in which case, he notes, Washington would mostly likely find itself 
“hoping for that revolution to fail”). 


In many ways the world situation, with minor modifications, conforms to the 


diagnosis provided by Che Guevara at the Afro-Asian Conference in Algeria in 
1965: “Ever since monopoly capital took over the world, it has kept the greater 
part of humanity in poverty, dividing all the profits among the group of the most 
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powerful countries.... There should be no more talk about developing mutually 
beneficial trade based on prices forced on the backward countries by the law of 
value and the international relations of unequal exchange that result from the law 
of value.” If some emerging economies are now developing rapidly, the 
dominant reality is the global labor arbitrage that is increasing the level of 
exploitation worldwide, the greatest burden of which is falling on the global 
South. 

. An underlying premise throughout our analysis is that imperialist divisions 
within the world remain and are even deepening, enforcing wide disparities in 
living conditions. Still, in the age of global monopoly-finance capital working 
people everywhere are increasingly suffering—a phenomenon that Michael Yates 
has referred to as “The Great Inequality.” Entrenched and expanding 
monopolies of wealth, income, and power are aimed at serving the interests of a 
miniscule portion of the world population, now known as the. 1%—or the global 
ruling classes of contemporary monopoly-finance capital. The world is being 
subjected to a process of monopolistic capital accumulation so extreme and 
distorted that not only has it produced the Great Inequality and conditions of 
stagnation and financial instability, but also the entire planet as a place of human 
habitation is being put in peril in order to sustain this very system.” Hence, the 
future of humanity—if there is to be one at all—now lies with the 99%. “If the 
system ‘itself is at fault,” Gar Alperovitz observes in his America Beyond 
Capitalism, “then self evidently—indeed, by definition—a solution would 
ultimately require the development of a new system.” 
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The poor are no longer with us 
Marge Piercy 


No one’s poor any longer. Listen 

to politicians. They mourn the middle 
class which is shrinking as we watch 
in the mirror. The poor have been 
discarded already into the oblivion. 
pail of not to be spoken words. 
They are as lepers were treated once, - 
to be shipped off to fortified islands 
of the mind to rot quietly. If 
poverty is a disease, quarantine 

its victims. If it’s a social problem 
imprison them behind high walls. 
Maybe its genetic: how often they 
catch easily preventable diseases. 
Feed them fast garbage and they'll 
die before their care can cost you, 
of heart attacks, stroke. Provide 
cheap guns and they'll kill each 
other well out of your sight. 

Ghettos are such dangerous places. 
Give them schools that teach 

them how stupid they are. But 
always pretend they don’t exist 
because they don’t buy enough, 
spend enough, give you bribes 

or contributions. No ads target 
their feeble credit. They are not 
real people like corporations. 


POETRY 


MARGE PIERCY is the author of eighteen poetry books, most recently The Hunger Moon: 
New & Selected Poems, 1980-2016 from Knopf. Her most recent novel is Sex Wars (Harper 
Perennial) and PM Press has just republished Vida and Dance the Eagle to Sleep with new 


introductions. 
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These bills are long unpaid 


To predict disaster, to invoke treachery 
and malice, to spin tales of rotten 
luck to make it not happen: 

it doesn’t work. 

The wind is still nsing with hail 

in its teeth. The waves are piling up 
then spilling back way, way baring 
bottom you’ve never seen. 

There’s ashes in the wind, darling, 
a taste of ashes in our food 

ashes on our lips in bed 

eyes blinded with ash. — 

There’s a mortgage on my spine 

I cannot pay. Somebody has 
bought my teeth and wants them 
out tomorrow for dice. 

There are real monsters under 

the bed, hungry for blood. They own 
the land this house stands on 

to stripmine for coal. 

Santa isn’t coming. The bounty 
hunter is. There’s a lien on your 
ass and the bank is itchy to fore 
close your future. 

If you're going to stand get up. 

If you're going to fight, get moving. 
Nothing comes to those who wait 
but hunger’s claws 

digging into the soft belly. If you 
value your blood, fight to keep 

it in your veins. You have nothing 
to lose but your life 

and it was sold to them decades 
ago by your parents’ parents. 
Their greed is endless. Your 


patience shouldn’t be. 
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x Marx’s Ecology and the Understanding 


of Land Cover Change 
Ricardo Dobrovolski 


The spread of humans worldwide, especially in the last two hundred 
years, has been associated with the growing human domination of the earth. 
This domination has not only entailed an increasing world population, but 
also rising and unequal wealth—all of which has been accelerated by the 
regime of capital. Such domination of the environment is expressed by among 
other things: (1) the change in the flux of elements and substances on Earth, 
Le., the global biogeochemical cycles (of which the most famous manifestation 
is the rising level of carbon dioxide and other greenhouse gases responsible for 
climate change); (2) the growing threat of species extinction; and (3) the 
huge land cover change (LCC)—the substitution of natural habitats such as 
forests, swamps, and grasslands by cropland, pasture, roads, and urban 
areas. 

Modern natural sciences have made enormous inroads in understanding 
both ecological problems and the social drivers of LCC. However, they have. 
been unable to generate a systematic understanding of how the regime of 
capital has governed LCC. Karl Marx developed more than 150 years ago, 
in the context of a social-science critique, an unparalleled theoretical approach 
to environmental crisis based on two concepts: differential land rent and the 
metabolic rift. Here, these concepts will be applied to the understanding of 
LCC. 


Land Cover Change: A General Understanding 


To obtain necessary resources, such as food, fibers, and EN and for 
transportation and habitation, humans have transformed the land surface, 
replacing natural habitats with human-altered environments. About 75 
percent of Earth’s ice-free land shows evidence of human alteration.” 
Agriculture alone represents about 38 percent of the world’s terrestrial 


` surface.‘ 


LCC causes many environmental problems. It is the principal cause of species 


extinction and is expected to be so until 2100.5 Nowadays, 25 percent of the 


RICARDO DOBROVOLSKI is a biologist and post doctoral researcher i in the Ecology 
Department of Universidade Federal de Goiás, Brazil. 
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mammal species, 13 percent of birds, and 41 percent of amphibians—the best 
known groups of animal life—are threatened with extinction.® Retention of 
biodiversity is crucial for ecosystem processes like productivity, stability, nutrient 
retention, beneficial water regimes, and invasion resistance.’ In tum these 
processes are very important for humankind, since natural ecosystems provide 
many life-sustaining resources like the pollination of food crops, soil formation, 
‘nutrient cycling, water supply, residues treatment, medical resources, and even 
food itself. 

The worldwide destruction of forests and other natural Pie has 
stimulated research into the causes of LCC. The leading approach to 
understanding this process categorizes its causes as proximate and underlying 
forces.® The proximate causes are the direct human activities responsible for the 
impacts: agriculture, wood extraction, mining, and infrastructure extension. The 
underlying causes are the demographic, economic, political, institutional, and 
cultural factors. However, this approach does not incorporate the fact that all 
these factors are manifestations of the same system by which humans are 
organized—capitalism. Although it is seldom acknowledged, Marx, in his 
masterpiece Capital, developed a global understanding not only of how 
capitalism works, but also about how it promotes environmental degradation. 


Marx’s Contribution to the Understanding of Land Cover Change 
In the last ten years, Marx’s contribution to ecology has been rescued.® 


- This revision of his thought has revealed how much his intellectual 
construction was rooted in nature. To Marx, human beings are social animals 
able to transform nature in a self-conscious manner through work. Like any 
other species, Homo sapiens exchange matter and energy with the 
environment. Marx referred to this process of exchange via work as “social 
metabolism.” With the rise of capitalist society, all production processes were 
oriented toward profit (including the robbing of nature). But how, one might 
ask, did shifting the whole social metabolism to the production of profit, 
instead of the satisfaction of human needs, affect LCC? In answering this 
question, two concepts used by Marx are essential: land rent and the 
“metabolic nft.” 

As with any other economic activity in the TRA society, agniculture—the 
main production activity responsible for LCC— is oriented to the extraction of 
profit. However, agricultural production in capitalism has a certain specificity. In 
general, the economic surplus generated in capitalist production depends on 
productivity of the labor force. This productivity depends on the technological 
level of the means of production, the division of labor, and the number of 
workers. But in agriculture, like other extractive activities such as mining, ‘the 
revenues appropriated can also be increased due to the exceptional characteristics 
of the land being exploited. In other words, with the same means of production 
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and the same labor force, particular pieces of land can produce higher yields. In 
classical theory, the return to landed capital resulting from the monopoly over the 
properties of the land (and obtained as a deduction from total surplus value) was 
called land rent or ground rent. It was analyzed by Marx in the third volume of 
Capital, based on the initial theories of differential rent of James Anderson and 
David Ricardo. ° 

The characteristics monopolized by this system of rent include: (1) soil 
fertility; i.e., the nutrient content and other chemical, biological, and physical 
properties that facilitate agricultural production; (2) the abundance and 
availability of resources, such as minerals and timber to be extracted; and (3) 
location in relation to markets or transportation facilities. 

In search of rent (and profits) from the monopolization of nature, people 
have sought to acquire and monopolize large tracts of land with exceptionally 
favorable characteristics, leading to the advancing frontiers of agriculture and 
other extraction activities and the consequent destruction of natural habitats. 
Particularly in the case of agricultural production, this natural habitat 
represents areas that have high-fertility soil due-to characteristics that are the 
product of centuries, or even millennia, of action by natural processes. For 
example, soil formation is the result of bedrock erosion under the physical and 


_ chemical actions of water and wind on stone, alongside the activities of 


microorganisms, plant roots, worms, and other invertebrates.’ Such areas are 
then incorporated into agriculture in order to guarantee the high land rents. 

Furthermore, agricultural expansion has been motivated by the decrease of 
production in certain areas in the course of time. This decrease is caused by soil 
degradation, engineered by the process Marx called the “metabolic nft.” Marx 
borrowed the concept of metabolism, which had been recently coined by Theodor . 
Schwann, to explain chemical changes in living cells, and applied it to society in 
order to highlight our co-dependence in relation to nature. Due to the. 
development of industrial capitalism centered in cities, humans have overexploited 
natural resources, such as soil nutrients, through the removal of foods and fibers to 
sustain the increasing urban population and to provide raw material for the 
growing industry. This process triggered a huge concentration of such nutrients in 
the urban centers, since they were not returned to the soil in the rural areas fom 
which they were withdrawn. This was the basis of the metabolic rift, the result of 
which was polluted cities and an impoverished countryside.” 
Tropical Forests and Amazon as Targets of Land Cover Change 

The expansion .of agriculture in the last few decades has occurred mainly 
in the tropics. Among the biomes found in this region, the tropical forests are 
of special concern because, although they occupy only 7 percent of the earth's 
land surface, they sustain about half of the planet’s species; they are 
considered the most ancient, the most diverse, and the most ecologically 
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complex of land communities. These areas also stock a great amount of 
carbon which, if released by deforestation, can greatly impact global 
warming." 

Brazil is the country with the highest proportion of tropical forests in the 
- world, but also the highest rates of forest destruction.® According to a 
national assessment, since 1977 there has been an average of more than 
18,000 km? of annual deforestation in the Brazilian Amazon forest.’® In 
addition, in the last few years there has been an intense destruction of another 
important Brazilian biome, the Cerrado (tropical savannas). From 1998 to 
2010, about 14,000 km? were cleared yearly.!” 

Traditionally, the destruction of the Amazon in Brazil was related to small 
producers, many of whom were colonizers coming from other regions of the 
country. Responding to incentives from the government, and in order to get a 
better life, they destroyed the forest in the process of opening areas to production. 
This was normally related to cattle ranching and crops with low productivity, low 
technology, poor access to markets, and other characteristics associated with an 
underdeveloped production system. Such was the standard scenario of the 
production in the Amazon and other tropical forests from the 1960s to ‘80s. 
However, in the last twenty years large agribusiness corporations have begun to 
participate in economic activities in the tropical forests. This change has 
contributed to a more intense international surveillance of this process, but the 
scale of the destruction is also potentially larger and faster. ° 

This new phase of Amazon destruction, occurring mainly through the 
expansion of areas for soybean plantation for export and cattle ranching, is a 
process that is integrated into the global economy. It was influenced by 
different phenomena, such as: (1) the price increases due to the agrofuel 
industry and its switch to corn in the United States; (2) mad cow disease that 
caused the prohibition of animal-protein-based feed for livestock; and (3) the 
development of the Chinese economy.'® This process also attracted the ` 
investments of international companies such as North American 
agroindustrial giant Cargill, which constructed the deepwater port of 
Santarém (one of the main export platforms for Amazonia soy).”” 
Agribusiness relies heavily on the promotion of pesticides, genetically” 
modified seeds, and synthetic fertilizers, including chemicals such as nitrate 
(necessary to replace the nutrients lost during the phase of production, in an 
attempt to restore the “original” fertility). These large fields of industrial scale 
farming are harmful to wildlife, small farmers, and the environment. 

“This increase in the potential for forest destruction is ‘also related to the 
building of infrastructure projects, especially roads, which can be described as 
pathways to destruction. They alter the land rent, since transportation is facilitated 
in areas near roads, providing access to the land in the proximity. This then 
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encourages deforestation. Studies in the Amazon show that two-thirds of the 
deforestation occurs within fifty kilometers from roads." Consequently, plans to 
increase the road network in the Brazilian Amazon forest is a ma threat to 
remaining natural habitats. 

As a result, agriculture arid atnan adne uide ig cipitalist 
regime—in the Amazon in particular, but in other places as well—can be 
described as the search for differential rent coupled with the need. to escape 
from the impoverished soils and depleted resources affected by the metabolic 
rift. These activities are boosted by the government, which promotes the 
agricultural expansion by offering loans and subsidizing infrastructure 
construction. This serves the needs of agribusiness ouch the expanding market 
for their agrochemical products. 


Marx and the Boom-and-Bust Development in the Amazon 


Recently, a paper about deforestation in the Amazon, published by Ana 
S. L. Rodrigues and collaborators in Science, revealed results that support 
the mechanism proposed by Marx.” They used an approach that changed 
space for time, i.e., evaluating in the current time different municipalities, with 
different proportions of forest cover, as if it they represented the same area in 
different times during the process of deforestation. The authors wanted to 
assess the effect of the transition caused by the passage of the deforestation 
frontier over time, and thus sought to adopt assumptions that would convert 
spatial.changes in land cover to temporal periods, under the proviso that there 
was a smooth relation between the two. Thus, a municipality with a low 
proportion of forest change (e.g., 15 percent) represented an area at the 
beginning of colonization. While an area with a high proportion of 
deforestation (e.g., 90 percent) is viewed as representing a municipality that 
has been affected over a long time by the exploitation of natural resources. 
Based on this method, they found that as the deforestation advances up to 50 
percent of the original area of natural vegetation, there is an increase in 
economic activity: cattle ranching, crop production, and timber extraction. 
This economic expansion implies the improvement of quality of life of the 
local population: higher levels in the index of human development and each of 
its constituents (literacy, income, and life expectancy). Nevertheless, in 
municipalities with considerably reduced forest cover (less than 25 percent), 
representing a longer time of exploitation, the economic activities were 
markedly decreased and the social indicators revealed the lowering of life 
standards. 

The pattern revealed by this analysis is consistent with the bisa mechanism 
suggested by Marx. The forested areas have high fertility due to nutrients that 
were accumulated by the vegetation over centuries. (In tropical forests more of 
the nutrients are in the forest cover; the soil, once the vegetation is removed, may 
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be quite poor.”) This fertility is removed with the most valuable wood that is 
extracted and sold—the remaining vegetation is burned. The nutrients present 
in the burned vegetation biomass are stored in the soil’s organic matter and 
sustain good yields of crops and cattle for a few years, which generates a higher 
- differential rent and consequently gives producers an important incentive to 
invest capital in the area. Yet, the reduction of the proportion of original forest 
implies that the natural properties of the area are altered, and that the nutrients 
are removed from the area with the products (i.e., wood, soy, and meat). 

Without the protection of the natural forest that land quickly loses its natural 
fertility.” Beside the loss of nutrients, additional environmental changes occur 
in the soil (reduction of organic matter, moisture, and other properties), in the 
local climate, and with respect to biodiversity, leading to manifold unforeseen 
forms of ecological degradation that affect the local productivity. 

With the degradation of the land and the consequent reduction of land 
rent, the differential advantages of the area are no longer as great, and capital 
is directed to another pristine area. The explored area will be abandoned, 
sustain a reduced productivity, or will need higher investments to keep the 
same production (thus reducing profits). As Marx wrote in the nineteenth 
century: “Cultivation—when it proceeds in natural growth and is not 
consciously controlled...leaves deserts behind it.” 


Conclusion 


The search for land rent and the environmental destruction associated with 
the metabolic rift are destroying natural habitats such as tropical forests 
through LCC. This affects biodiversity, climate, and the flux of matter on a 
global level. It can cause worldwide changes—undermining the stable 
Holocene conditions to which human civilization has adapted during the last 
10,000-12,000 years. Furthermore, the people inhabiting these areas are 
unable to benefit from sustainable patterns of social i improvement, since boom- 
and-bust development follows the waves of agribusiness expansion and habitat 
destruction. 

A recently published analysis shows that the expansion of agriculture—the 
main cause of LCC—can be stopped, environmental problems reduced, and 
world food production increased if we: (1) close yield gaps (..e., increase the 
production of underperforming areas already converted to agriculture); (2) 
increase the agricultural resource ‘(e.g., water and fertilizers) efficiency; and 
(3) increase food delivery by shifting diets and reducing waste.” Also, the 
damaged ecosystems can be recovered with the assistance of the emerging 
scientific discipline of restoration ecology.2” The mosaic: of areas devoted to 
production, conservation, and restoration can be spatially planned according 
to the principles of landscape ecology to obtain the best benefits for human 
needs and other species, as well as to protect the physical properties of the 
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environment.” 

In spite of the increasing understanding of the current world avwiainental 
crisis and the available strategies to cope with it, the fraction of humanity that 
has benefited from this status quo prevents us from making ‘the necessary 
changes. For instance, Brazilian landowners recently were able to submit and 
have partially approved by the national Congress a revision of the Forest Act, 
the main environmental legislation on private land. This change reduces the 
area to be protected and forgives past destruction so as to boost new 
deforestation.” The change in environmental law was ironically (and 
tragically) carried out by Deputy Aldo Rebelo, a high-ranking member of the 
Communist Party of Brazil (Partido Comunista do Brasil, the PC do- B). 
The alterations in the law reflect the economic power of the agricultural 
sector. Brazil is a leading producer and exporter of soy, coffee, sugarcane, 
oranges, poultry, and beef; the agriculture sector represents 40 percent of 
Brazil’s exports.” However, such agribusiness expansion can be harmful to 
the environmental conditions and services necessary for agricultural activity 
(e.g., soil production, water, pollination), threatening the material bases of 
production. 

To overcome this environmental crisis and guarantee a sustainable production, 
a new society should be created, organized on the basis of the real needs of 
humans and their environment, including other species and the physical world. In 
such a socialist society the producers would take care of the biological, chemical, 
and physical properties of the land in order to maintain, and even increase, 
agricultural production. In a social order based on private property and capital 
system dynamics, there is a contradiction between, on the one hand, the possibility 
of attending to human needs and reducing the environmental harm, and on the 
other hand, the prevailing process of increasing destruction through private 
production. Marx synthesized the necessary response to this contradiction: 


From the standpoint of a higher socio-economic formation, the private 
property of particular individuals in the earth will appear just as absurd as 
the private property of one man in other men. Even an entire society, a 
nation, or all simultaneously existing societies taken together, are not the 
owners of the earth. They are simply its possessors, its beneficiaries, and 
have to bequeath it in an improved state to succeeding generations as boni 
patres familias [good heads of the household].* . . 


In brief, the concepts developed by Marx in the nineteenth century are 
very useful to a contemporary understanding of LCC. The acknowledgement 
of the importance of Marx’s ecology is a crucial step in comprehending how 
human social organization produces changes in the earth. This recovery of 
Marx’s ideas could help improve ecological science itself, since there is a lack 
of understanding of the dialectical character of the social metabolism between 
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humanity and nature. Marx’s work also helps us to recognize that the negative 
dynamics of resource use under capitalism must be replaced by the rational- 
scientific planning of production with the object of satisfying people’s needs 
and promoting the conservation of natural processes—if we are to overcome 
the current structural crisis of the economy and the environment. 
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MONTHLY REVIEW Fifty Years Ago 


I did not return [from Jamaica] only-with unanswered questions. I had 
certainly learned what West Indians mean when they say: “We have no 
history.” They say so because they have as yet no history which they have 
jointly made themselves. Nor can they even now, in the nature of their 
case, make history freely on their own. The existence of the Canbbean 
colonies was based upon the denial of the obligation of common humanity. 
Therefore, they cannot advance without upheaval unless that obligation is 
confirmed—unequivocally, concretely, emphatically—by the descendants 
of those who denied it. 

Indeed, the West Indian people cannot make an entirely new start so . 
long as they have had no historical catharsis. They have never had it. Nor 
has there ever been an Eichmann trial of the slave traders, slave owners, 
the masters of indentured labor (who were secure in their position until 
1917, when the system of indenture was at last outlawed). After abolition, 
the slave owners were compensated for the loss of their human property; 
the slaves were not compensated for the camage, the torture, for the 
expatriation from human society which many millions. of them had 
suffered. All that history, so lucrative for Britain, so disastrous to Africa 
and the West Indies, has been conveniently filed away.... 

A journey to the Caribbean gives a new compelling meaning to the 
concept of historical responsibility. There is a huge debt outstanding. 

—Ruth Glass, “Ashes of Discontent: The Past and Present in 
Jamaica,” Monthly Review, May 1962 
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Petroleum and Propaganda 
The Anatomy of the Global Warming Denial Industry 


John W. Farley 


James Lawrence Powell, The Inquisition of Climate Science (New York: 
Columbia University Press, 2011), 232 pages, $27.95, hardcover. 


James Powell was inspired to write this important new book because of a 
remarkable paradox: among climate scientists, there is a near-unanimous 
consensus that global warming is occurring now, is largely manmade, and will 
cause very severe environmental problems if humanity continues business as 
usual. However, among the lay public the picture is much more mixed: only 
about half of the U.S. public agrees with the climate scientists. Why the 
enormous discrepancy? 

Powell argues that “in the denial of global warming, we are witnessing the 
most vicious, and so far most successful, attack on science ‘in history.” 
Although Powell himself is not a climate science researcher, he has an 
appropriate background to understand the field: he holds a doctorate in 
geochemistry from MIT and became a geology professor, teaching at Oberlin 
College for over twenty years. He has been a college president at three 
institutions, and served for a dozen years on the National Science Board. 
Powell’s book is a sharp attack on the global-warming denial “industry,” a 
network comprised of corporate funding, think tanks, populanzers, and 
propagandists, who all work with a compliant mass media. 


Corporate Funders 


Powell details the support of ExxonMobil for denialism, but omits the 
combative Koch brothers, owners of Koch Energy, the world’s largest 
` privately held energy company. ExxonMobil is the biggest funder of global- 
warming denialism, spending nearly $16 million on more than forty 
organizations over the period 1998-2005. Powell also mentions in passing 
funding by ideological conservative foundations, motivated by Sepa ter to 
government regulation of the economy. 


JOHN W. FARLEY teaches physics at the University of Nevada, Las Vegas.. “Our Last 
Chance to Save Humanity?” a review of James Hansen’s Storms of My Grandchildren, 
appeared in Monthly Review in September 2010. He blogs at rabett.blogspot.com. 
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Think Tanks 
Chapter nine describes “Toxic Tanks”—think tanks that promote global- 


warming denial. . These toxic tanks have swell-sounding names (e.g., 
“Frontiers of Freedom”) that do not hint they are climate-change deniers. 
Powell describes in detail four (out of a much larger number) of these fossil- 
fuel-company-funded think tanks. 

1. The now-defunct Global Climate Coalition (GCC) included Exxon- 
Mobil, Amoco, Chevron, American Petroleum Institute, Shell, Texaco, U.S. 
Chamber of Commerce, Chrysler, General Motors, Ford, and the American 
Forest and Paper Association. The GCC, established in 1989, operated from 
the offices of the National Association of Manufacturing. The GCC hired a 
PR firm which produced a video to combat the 1997 Kyoto Protocol. > 
However, some of its member companies left the GCC; they thought it too risky 
to be publicly identified with global-warming denial, and feared the fate of Big 
Tobacco; it had ended up losing lawsuits for health-care costs of smokers, 
ultimately settling for damages of $251 billion. Beset by the defections, the 
GCC disbanded in 2001. 

Durning its lifetime, the GCC established a research arm, the Science and 
Technology Assessment Committee, which was staffed by industry scientists. A 
committee led by Mobil Oil chemical engineer L. C. Bernstein produced a 
confidential 1995 report which was circulated to the members of GCC: oil and 
coal companies, electric utilities, attorneys, National Mining Association, etc. In a 
stunning admission, the Bernstein Report concluded that “the scientific basis for 
the greenhouse effect and the potential impact of human emissions of greenhouse 
gases such as CO, on climate is well established and cannot be denied.” The 
report knocked down one of the‘ most popular contrarian arguments: that global 
warming could be attributed to changes in the Sun’s brightness. In opposition to 
the contrarian view, the Bernstein Report stated that changes in the brightness of 
the Sun were too small by at least a factor of five to cause the temperature change 
observed in the last 120 years. It pointed out that the deniers had no alternative 
theory of their own, saying “The contrarian theories raise interesting questions 
about our total understanding of climate processes, but they do not offer 
convincing arguments against the conventional model of greenhouse gas emission- 
induced climate change.” : 

Thus, while the oil companies and their hired hands were proclaiming in 
public that global warming was not caused by buming fossil fuels, their awn 
scientists were saying exactly the opposite in private. If you have never heard - 
of the Bernstein Report, you have lots of company. It did not surface until 
2007, a dozen years after it was written, during a discovery process in a 
California court proceeding. 

2. Another ExxonMobil-funded think tank discussed by Powell is the 
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Chicago-based Heartland Institute, which onginated as a  Libertanan 
propaganda outfit supported by Big Tobacco. The manager for industry affairs 
for Philip Morris, Roy E. Marden, served for years on the Heartland board of 
directors. The Heartland Institute raised $676,500 from ExxonMobil between 
1996 and 2006; after 2006 Heartland stopped identifying their contributors. 
The institute published a slim booklet, The Skeptics Handbook, whose 
publication costs were paid by “an anonymous donor,” and whose author, 
“Joanna Nova,” is a pseudonym. Vast numbers of the handbook were 
distributed for free—and in total over 150,000 copies have been distributed in 
fifteen languages. The recipients include 850 journalists, 26,000 schools, and 
19,000 leaders and politicians. The largest single recipients are black churches 
` (over 25,000 copies) and trustees at colleges and universities (over 20,000 
copies). In addition, over 60,000 free copies have been downloaded from their 
website. 

In February 2012, too late for inclusion in Powell’s book, confidential 
documents from the Heartland Institute were leaked to bloggers. Damaging 

_revelations included the identification of some corporate funders of Heartland: 
Microsoft, tobacco giant Altria, the pharmaceutical giant GlaxoSmithKline, and 
the General Motors Foundation. The documents describe payments by 
Heartland to some contrarian scientists: for example, Craig Idso, head of an 
organization of climate change deniers in Arizona, was receiving over $139,000 
annually. The documents also describe Heartland’s plans for a “Global 
Warming Curriculum for K-12 Classrooms,” and the planned “curriculum that 
shows that the topic of climate change is controversial and uncertain—two key 
points that are effective at dissuading teachers from teaching science.” 

3. The George C. Marshall Institute, in Washington, D.C., was onginally 
established in 1984 to flack for Reagan’s Star Wars program (officially SDI, 
the “Strategic Defense Initiative”), a scheme for shooting down incoming 
enemy missiles. A scholarly study by the American Physical Society found 
that Star Wars would not work, but nobody who mattered minded at all. If 
you think the goal was to defend the United States from attack, Star Wars 
showed itself to be useless against the 9/11 attacks. But if you think that one 
of the real goals of SDI was to spend money, then the program was a big 
success: by September 2001, Star Wars had homed in on the taxpayer for 
over $40 billion. í 

The Marshall Institute adopted other issues in addition to Star Wars, 
including second-hand smoke and global warming. The Marshall Institute 
proclaims that the health hazards of second-hand smoke are unproven. 
Regarding global warming, the scientists associated ‘with the Marshall 
Institute have claimed at different times that (a) the twentieth century is not 
unusually warm, (b) global warming stopped in 2005, and (c) in any event 
increased levels of atmospheric carbon dioxide will stimulate plant growth, 
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thus fertilizing the earth. Therefore, incréased carbon dioxide will be good for 
the planet. 

Some of the scientists at the Marshall Institute have scientific credentials, but 
in fields that are remote from global-warming research. For example, Sally 
Baliunas and Willy Soon are both associated with the Harvard-Smithsonian 
Center for Astrophysics. If you think that global warming is caused by increased 
brightness of the Sun, then Baliunas and Soon, both astrophysicists, have the 
relevant scientific background. If you do not think that the Sun is causing global 
warming, then Baliunas and Soon do not have expertise in the relevant 
discipline. 

The claim that the Sun is causing global warming was refuted decades 
ago. If it were true, then both the surface of the earth and the stratosphere 
would warm. But if increased atmospheric greenhouse gases caused global 
warming, then the surface of the earth would warm, while the stratosphere 
would cool. In fact, stratospheric cooling has been observed, and it includes 
both natural contributions (volcanoes) and human-made contributions. ! 

Since 1979, direct observation of the Sun’s output by satellite has established 
a high-quality data base. The output exhibits periodic small (less than 0.1 percent 
peak-to-trough) oscillations, caused by the eleven-year sunspot cycle. After 
averaging over the sunspot cycle, there has been no increase from one cycle to the 
next in the intensity of the Sun. The latest solar data can been seen at the website 
of James Hansen and Makiko Sato.” 

Baliunas and Soon published a paper in 2003 in the journal Climate 
Research. It claimed that there was nothing special about global temperatures 
in the twentieth century. Three editors for the journal resigned in pratest 
against publishing the flawed paper. 

The founder of the Marshall Institute, the late Frederick Seitz, was a 
distinguished physicist whose 1940 textbook, The Modern Theory of Solids, 
was a standard in solid-state physics, albeit a field very remote from climate- 
change science. Seitz served as President of the National Academy of 
Sciences and then President of Rockefeller University. Shortly before retiring 
from Rockefeller University, he began working as a consultant to RJ. 
Reynolds tobacco company, helping Reynolds to spend $45 million for 
research that was intended to discredit or downplay the health hazards of 
smoking. Seitz and Reynolds were especially interested in second-hand 
smoke. Seitz’s scientific credentials were impressive in their own field, but 
utterly nonexistent in the fields of the hazards of smoking or climate change. 

The Baliunas-Soon study was funded by the American Petroleum 
Institute. The Marshall Institute received $630,000 from ExxonMobil 
between 1998 and 2005, in addition to funds received from the Sarah 
Mellon Scaife and John M. Olin Foundations. Like the Heartland Institute, 
the Marshall Institute no longer publishes its donor list. Baliunas was paid 
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$52,000 by the Marshall Institute in 1997 for serving as a director. The 
CEO of the Marshall Institute, William O’Keefe, was formerly the COO of 
the American Petroleum Institute and chairman of the GCC, mentioned 
above. 

One executive director of the Marshall Institute, Matthew Crawford, 
became so disillusioned that he resigned after only five months on the job. 
Crawford wrote that “the trappings of scholarship were used to put a scientific 
cover on positions arrived at otherwise. These positions served various 
interests, ideological or material. For example, part of my job consisted of 
making arguments about global warming that just happened to coincide with 
the positions taken by the oil companies that funded the think tank.”* 

The current Chairman of the Board of Marshall is Princeton physicist 
Will Happer, who was also my doctoral advisor at Columbia University in 
the early 1970s. Happer has had a distinguished career in atomic and laser 
physics, with over 200 publications in the peer-reviewed scientific literature, 
but none of them about climate change. In spring 2010, he testified before a 
committee of the U.S. House of Representatives that increased atmospheric 
carbon dioxide levels are beneficial because they fertilize plant growth. It is a 
fact that the source of carbon for plant growth is atmospheric carbon dioxide. 
In support of his position, Happer noted that greenhouses use greatly elevated 
carbon dioxide levels to increase plant 

However, a German scientist, Justus Liebig, discovered in the 1830s 
“Liebig’s Law of the Minimum”: plant growth is controlled not by the total 
resources available, but by the scarcest resource (limiting factor). For 
example, in a desert, the limiting factor is typically water, not atmospheric 
carbon dioxide. Expernments have been conducted to seek increased plant 
growth caused by increased atmospheric carbon dioxide levels in a realistic 
agricultural environment. These experiments have yielded meager results, as 
demonstrated in an article written by my University of Nevada, Las Vegas 
colleague Stan Smith and published in 2000 in Nature, perhaps the most 
prestigious academic journal in the natural sciences, or indeed anywhere. 

Another study at Stanford University published in Science in 2002 
reached the same conclusions. “Most studies have looked at the effects of 
CO, on plants in pots or on very simple ecosystems and concluded that plants 
are going to grow faster in the future,” said Field, co-author of the Science 
study. “We got exactly the same results when we applied CO, alone, but 
when we factored in realistic treatments—warming, changes in nitrogen 
deposition, changes in precipitation—growth was actually suppressed.”* 

Like fellow physicist Frederick Seitz, Happer has a great deal of expertise, 
but none in the relevant scientific discipline (plant biology in this case). 


4. The Competitive Enterprise Institute (CEI) was founded in 1984 to 
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oppose government regulation in an astonishing range of fields: air quality, 
dioxin, drug safety, fuel-efficiency standards, labeling of alcoholic beverages, 
rent control, and security law. If that were not enough, CEI also opposes. 
government regulation of high technology, e-commerce, intellectual property, 
and telecommunications., Whatever the field, government regulation is always 
bad. CE] filed lawsuits in the late 1990s challenging the Big Tobacco Master 
Settlement Agreement. 

The CEI’s “expert” on global warming is Myron Ebell, who claimed, in a 


- 2007 interview in Vanity Fair, that the “hockey stick” paper by Michael Mann 


and co-authors was wrong: the oceans are not warming, warming is not causing 
animal habitats to shift, and global warming does not threaten polar bears. Ebell 
has attacked eminent climate scientist James Hansen because the latter was 
trained as a physicist, not as a climate scientist. It seems fair therefore to ask 
about Ebell’s training. He holds an undergraduate degree in philosophy, and 
later studied political theory at the London School of Economics and history at 
Cambridge University. 

CEI has been actively opposed to doing anything about global warming; it 
funded a PR program, “Earth Summit Alternatives,” which generated articles 
and interviews opposing the results of the 1992 Rio Climate Summit. In 1997, 
CEI offered to provide experts to promote the claim that global warming is “a 
theory, not a fact.” The experts included Sallie Baliunas, Patrick J. Michaels, 
and S. Fred Singer (on Singer, see below). In 2006, CEI ran television 
advertisements in fourteen U.S. cities to counteract Al Gore’s film, An 
Inconvenient Truth. Not surpnsingly, CEI has received funding from Amoco, 
Philip Morris, and ExxonMobil, with ExxonMobil giving $2 million between 
1998 and 2005. 


Popularizers and Propagandists - 


Powell discusses and dismisses several non-scientist deniers, including 
former weatherman Anthony Watts, British journalist Christopher Monckton, 
Danish statistician Bjorn Lomborg, and fictional thriller wnter Michael 
Crichton. Powell also sketches a small number of contrarian scientists; in 
addition to Frederick Seitz, Sallie Baliunas, and Willie Soon, Powell 
discusses S. Fred Singer, Freeman Dyson, Richard Lindzen, and Tim Ball. 

Singer, a physicist, is a “utility infielder” of contrarian science, with 
claimed expertise on second-hand smoke, the ozone hole, and global warming. 
His swell-sounding Science and Environmental Policy Program (SEPP) has 
only one employee—Fred Singer himself. 

Freeman Dyson is a mathematical physicist at the Princeton Institute for 
Advanced Study. His mathematical abilities are impressive, but he knows 
very little about climate or climate science. Dyson is member of the Jasons, a 
group of scientists, mostly physicists, who advise the Pentagon. In the 1970s 
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the Jasons did some computer modeling of climate, although nobody in the 
group had any background in climate science. Powell remarks, “If Dyson’s 
last brush with climate models was in the 1970's, no wonder he scoffs at the 
models and derides those who use them” (69). Dyson advocates developing a 
“supertree” that can gobble carbon dioxide from the atmosphere and bury it 
underground or convert it to useful liquid fuels. Selective breeding of plants 
goes back to Luther Burbank over a century ago, but there is no evidence that 
such a supertree is anything but a figment of Dyson’s imagination. 

Richard Lindzen actually does have climate-related expertise. He earned 
his Ph.D. from Harvard, and holds an endowed chair in meteorology at 
MIT. His CV runs to 350 publications, and he is a member of the National 
Academy of Sciences. He helped to prepare the 1995 and 2001 
Intergovernmental Panel on Climate Change (IPCC) reports. 

Lindzen is convinced that the climate system somehow has negative 
feedbacks that tend to cancel out the effect of any external change. He proposed 
a specific model that he thought would produce negative feedback, the 
“adaptive ins” model. Unfortunately for Lindzen, when field measurements 
were made, they disproved his model instead of confirming it. The vast majority 
of climate scientists believe the feedbacks are positive, over the time scales 
relevant to humanity, decades to hundreds of thousands of years, with negative 
feedbacks (caused by weathering of rocks) operating on a longer time scale of 
millions of years or longer.> He claims that the mainstream climate scientists 
have not proven global warming. This naturally raises the issue of how much 
proof is required. Lindzen has such an extremely high standard of proof that he 
believes that the link between cigarette smoking and cancer is unproven. 

Lindzen has accused mainstream science of selling out for money, while 
claiming that skeptics of global warming have lost their grants. Actually, 
Lindzen himself has been awarded over $3.5 million since 1975 from the 
National Science Foundation alone. 

Timothy Ball, a less well-known denier, is a former professor at the University 
of Winnipeg. Over the last decade he has given over 600 public talks on science 
and the environment, at the breakneck pace of over one talk every six days. 
Between 2002 and 2007 he wrote thirty-nine opinion pieces and thirty-two letters 
to the editor in twenty-four Canadian newspapers, a rate of one a month. Despite 
this rapid pace, he found time to write for the denier website Tech Central Station, 
and to appear in both the denier documentary The Great Global Warming 


Swindle and in a Fox News special, Exposed: The Climate of Fear, hosted’ by - - 


Glenn Beck. Ball was associated with Friends of Science, a great-sounding name 
but in practice funded by oil and gas companies. Ball then left Friends of Science 
in order to establish the (even greater sounding) Natural Resources Stewardship 
Project. Two of its three directors were PR flacks for energy industry clients. 

In 2006, Ball rashly initiated a battle that ended in defeat. In an opinion 
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piece published in the Calgary Herald newspaper, he claimed both that he 
held Canada’s first Ph.D. in climatology, and that he.was a professor of the 
subject at the University of Winnipeg for twenty-eight years. Ball also 
disparaged another Canadian professor, Dan Johnson, Professor of 
Environmental Science at the University of Lethbridge. Johnson wrote a letter 
to the Herald accusing Ball of inflating his (Ball’s) resume, and claiming that 
Ball “did not show any evidence of research regarding climate and 
atmosphere.” Ball sued everybody in sight. 

In the ensuring legal battle, Ball confessed to inflating his resume, 
admitted that he had been a professor for only eight years (not twenty-eight), 
and acknowledged that his doctoral degree was in geography, not climatology. 
The Herald newspaper expressed confidence in Johnson’s letter, and wrate 
“The plaintiff (Ball) is viewed as a paid promoter of the agenda of the oil and 
gas industry rather than as a practicing scientist.” In June 2007, the time 
came to show up in court; with-his reputation in ruins, Ball dropped his 
lawsuit (72). 

Four years later, Ball appeared to have learned nothing from his defeat in 
2007. He wrote an article in 2011 for the Canada Free Press (CFP), a 
conservative website, in which he attacked Professor Andrew Weaver, a climate 
scientist at the University of Victoria, Canada. 

Weaver sued. The CFP folded, issuing a groveling apology: 


CFP also wishes to dissociate itself from any suggestion that Dr. Weaver 
“knows very little about climate science.” We entirely accept that he has a 
well-deserved international reputation as a climate scientist and that Dr. 
Ball’s attack on his credentials is unjustified.... CFP sincerely apologizes 
to Dr. Weaver and expresses regret for the embarrassment and distress 
caused by the unfounded allegations in the article by Dr. Ball. 


The CFP removed Ball’s article from its website, and for good measure 
removed nearly all of the 200 other articles that the ‘prolific Ball had written 
from the CFP website as well.® 


Politicians and the Mainstream Media 

The oil companies control rafts of state and federal politicians through the 
system of campaign contributions. This is hardly news, and Powell devotes 
little space to the hordes of Senators and Congressional Representatives with 
campaign contributions from the energy industry. The fundraising champion 
in the Senate is James Inhofe (R-OK), who has received more oil company 
money than any other Senator, raking in over $662,000 between 2000 and 
2008. Over in the House, Congressman Joe Barton has taken over $1 million 
in oil and gas company money during his twenty-seven-year House career. 

Ken Cuccinelli, Attorney General of Virginia, is a favorite of the Tea 
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Party, which was shown to be a Republican front group by Paul Street and 
Anthony Dimaggio.” Cuccinelli issued a Civil Investigating Demand (CID) 
in 2010, demanding that the University of Virginia produce a wide range of 
documents relating to Michael Mann, a former professor at Virginia (and 
now at Penn State). Claiming to be determining whether or not Mann 
defrauded the taxpayers of Virginia by researching global warming, Cuccinelli 
demanded every document relating to Mann over the previous eleven years. 
To its credit, the University of Virginia rejected Cuccinelli’s demands and 
fought him. Cuccinelli lost in court on August 20, 2010, but his CID was 
dismissed without prejudice, meaning that he could file again. At the time of 
the original CID, three university committees had exonerated Mann, and 
three more committees exonerated him later. Cuccinelli attempted to continue 
his fishing expedition in August 2010 when he filed a new CID, but in 
March 2012 it was also dismissed, this time with prejudice. 

Powell compares global-warming deniers to various other groups, 
including: the persecution of Galileo by the Catholic Church (the book cover 
depicts the trial of Galileo); Lysenko and his associates, who did a 
tremendous amount of damage to biological science in the Soviet Union; 
Creationists, who do not believe in Darwinian evolution; and AIDS 
denialists, who deny that HIV causes AIDS. In fact, “there is more evidence 
that HIV causes AIDS than there is for any other single human disease 
caused by an infectious agent, past or present,” according to Robert Gallo, 
co-discoverer of the AIDS virus. 

Powell also attributes some of the success of the deniers to a failure of the 
mass media. The mainstream media typically are limited to one of two 
“frames” of the issue: 

The first is open support for climate change denial by Fox News, Rush 
Limbaugh, Glen Beck, etc. The second is “fake balance” from the more 
responsible mainstream media. The media loves controversy—at least if it can be 
kept within certain controlled limits. There must be two sides to every 
controversy. So climate change deniers, representing 3 percent of climate 
scientists (if that), are granted equal weight with the vast majority of climate 
scientists, representing 97 percent of climate scientists.” 

In an Appendix, Powell lists thirty-three countries or regions whose scientific 
academies have accepted the basic findings of human-caused global warming, as 
well as sixty-seven professional societies. None of these scientific academies have 
denied the basic science of human-caused global warming. (Powell has excluded 
denier websites and front groups.) 


The Tobacco Strategy: “Doubt Is Our Product” 


One important source for Powell is Naomi Oreskes and Erik Conway's 
Merchants of Doubt: How A Handful of Scientists Obscured the Truth on` 
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Issues from Tobacco Smoke to Global Warming.® The global-warming deniers 
do not have to win the argument, they just have to get a draw. Their goal is to 
create the impression that there is a serious scientific controversy about 
whether or not modern anthropogenic global warming is really happening. 
The global-warming deniers are following today the same strategy adopted by 
the tobacco companies decades earlier—as one tobacco company executive 
proclaimed, “Doubt is our product.” 


Climategate: Much Ado About Nothing 


Powell devotes chapter fourteen to “Climategate,” which he justifiably 
subtitles “Much Ado About Nothing.” In November 2009, some still- 
unknown person burgled the emails of the Climate Research Unit of the 
University of East Anglia in the United Kingdom. Thousands of emails were 
posted on the internet. The denialist network took a handful of emails out of 
context, and claimed that the emails showed global warming to be a big hoax. 
The burglary and ensuing propaganda uproar occurred just weeks before the 
December 2009 Copenhagen climate summit, and it is hard to believe that 
the timing was coincidental. 

A series of investigations followed, in both the United States and the 
United Kingdom. Every single one exonerated the scientists on the issue of 
scientific integrity. 

The denialists claimed that the emails proved that climate scientists were 
admitting one thing in private while proclaiming something else in public. 
Actually, the topics covered in the emails were also discussed in the published 
scientific literature. The denialists were not familiar with this because most of 
the denialists are not scientists and do not read scientific literature. 

For example, an email from climate researcher Kevin Trenberth laments that 
“it’s a travesty that we can’t account for the lack of warming at the moment.” 
The background is that we know that the earth is accumulating energy, but the 
temperature of the surface of the earth experiences short-term increases and short- 
term decreases along with a long-term increase. What Trenberth regretted was 
the lack of ability to predict how the energy flows among the various parts of the 
earth climate system (land surface, ocean surface, atmosphere, and deep ocean). 
Trenberth’s email was announcing the publication of his article “An Imperative 
for Climate Change Planning: Tracking Earth’s Global Energy.”’® In it, these 
issues were discussed in detail. The Trenberth email did not differ in any 
essential way from the published article. The email, as a communication from 
one expert to another, used shorthand that made it possible for deniers to take it 


out of context and distort its meaning. 


What the emails did show was that the climate scientists were frustrated by 
constant attacks by denialists. 
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Sources, Dedication, and Limitations 


Powell’s book ends with nineteen pages of notes and a seven-page 
bibliography. He draws upon a number of sources, including Naomi Oreskes 
and Erik Conway's admirable Merchants of Doubt; the Skeptical Science 
website which features frequently raised skeptical arguments; the blog 
realclimate.org (rum by climate scientists); and helpful information from 
Greenpeace. 

Powell’s book is dedicated to James Hansen, Michael Mann, Benjamin 
Santer, and the late Stephen Schneider, “scientists of courage and integrity.” 
James Hansen’ is a NASA scientist and one of the leading climate change 
researchers in the world. (For a review of Hansen’s book Storms of My 
Grandchildren, see the September 2010 Monthly Review.'') Michael Mann, a 
physicist and climatologist currently at Penn State University, was the lead 
author on the famous “hockeystick” paper in 1998, which became a lightning 
rod for attacks by deniers. Benjamin Santer, a scientist at Lawrence Livermore 
National Laboratory, was a lead author for a chapter in the 1995 IPCC report. 
Santer was a target for many personal attacks by the deniers for his role. And 
the late Stephen Schneider, biology professor at Stanford and consultant to 
many government agencies, was an early (1980s) activist on the global-warming 
issue. 

While Powell’s book is invaluable, the climate science background consists 
of a skimpy three-page chapter, including only one graph. Also barely 
discussed are the impacts of global warming. And outside the purview of the 
book is what to do about global warming. 

One significant omission in the book is that Powell attributes the attacks 
on global warming to fossil-fuel companies (mainly ExxonMobil), and their 
hired hands, following the strategy pioneered by Big Tobacco. He does not 
consider that efforts to transition to non-carbon-emitting forms of energy also 
provokes opposition, or at least lack of support, from the rest of business. 
Many non-carbon forms of energy are more expensive than fossil fuels. 
Business wants to minimize costs, including the cost of energy; renewable 
energy imposes additional costs on business. Also, the largest consequences of 
global warming will start to occur a few decades in the future, beyond the time 
horizon of big and small businesses. Business has to meet a payroll every 
month, and many businesses must keep the stockholders happy with quarterly 
statements of earnings. A problem, however severe, that is decades in the 
future is so far off that many businesses are unwilling to make sacrifices now to 
prevent the problems in the future. 

Many non-energy businesses are perfectly happy to sit out the battle, 
letting ExxonMobil take the lead in organizing and funding global-warming 
denial efforts. For their part, many politicians are perfectly willing to do 
nothing, rather than impose additional costs on their campaign contributors. 
The “flack” by the deniers provides a wonderful excuse; since the science is 
(supposedly) uncertain, do not do anything. 
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While the Republicans come in for a lot of justifiable criticism, many 
Democrats are pretty bad also. Recall also that at the time of the 1997 Kyoto 
Protocol, the U.S. Senate passed a Byrd-Hagel resolution expressing the 
Senate’s opposition to the Kyoto treaty. It passed the U.S. Senate by a 
lopsided 95-0. Despite the title of Chris Mooney’s book, The Republican 
War on Science, the Democratic Party is part of the problem as well, as 
demonstrated by the bipartisan and utterly overwhelming anti-Kyoto vote. 
Clinton and Gore went to Kyoto and signed the Kyoto Protocol but did not 
bother to take the treaty to the U.S. Senate for ratification where it would 
have been dead on arrival. So Clinton and Gore got credit for good 
intentions, thus winning on symbolism, while the fossil-fuel companies woa on 
substance. l 

In the global-warming denial industry, the upper-level funders and 
fundraisers must be aware that the think tanks are partisans of their financial 
contributors. The lower-level employees may or may not be aware. Certainly 
many of the consumers of the propaganda are unaware of the industry 
funding. Not surpnsingly, in recent years, many think tanks have stopped 
listing their financial contnbutors. And a few liberal and leftist writers have 
been sufficiently misled by the denialist arguments that they have become 
deniers themselves. But I would be astounded if they too were on the 
ExxonMobil payroll. 

This arrangement is reminiscent of another large-scale opinion-forming 
project, the Congress for Cultural Freedom, an organization that was secretly 
funded by the CIA during the Cold War. The goal was to promote 
intellectuals who supported U.S. power and capitalism generally, criticizing 
the Soviet Union specifically and communism generally. Participants were not 
required to defend each and every U.S. policy, and this enhanced the 
credibility of the authors. The CCF supported magazines and conferences, 
` and at its peak had branches in some thirty-five countries. Those at the tap of 
as CCF knew about the CIA funding, while some contributors to magazines 

id not. 

CIA funding was kept secret for two reasons: first, to promote the notion 
that Soviet citizens and their supporters were slaves to the government, while 
Western intellectuals were free men and women. Public acknowledgment of ` 
support by the CIA would ruin this pretty picture. (In fact, the 1967 
exposure of the CIA funding led to the CCF becoming monbund.) The 
second reason was that many CCF intellectuals were social democrats, and 
U.S. conservatives would have objected to funding them. !? 

The CCF/CIA analogy holds lessons for the climate change denial 
industry. Those at the top of the organizations certainly know of their funding 
by fossil-fuel companies, but many members of the general public are unaware 
of the funding of denialist think tanks. Casual readers of denialist blogs are 
unaware of the funding, and it would be an error to assume that everyone 
spouting the denialist arguments is on the ExxonMobil payroll. 
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Conclusion 


Powell is not a radical or leftist in any way, but his book could be 
evaluated bearing in mind Marx’s dictum that the ideas of the ruling class 
become the ruling ideas of the whole society. The Inquisition of Climate 
Science explains in detail how the global-warming-denialist ideas that serve 
the interests of the oil companies (and fossil-fuels industry) become sincerely 
held beliefs for a significant fraction of society. Denialist ideas are rejected by 
the vast majority of climate scientists, and the oil companies themselves know 
better from their own scientists (as the Bernstein Report mentioned above 


shows). Nevertheless, they continue to promote and subsidize a denialist ` 


literature blocking the crystallization of mass demands for far-reaching social 
transformation, even though this is precisely what is required to avoid 
catastrophic global warming. 

My bookshelf holds a number of books about global warming, but The 
Inquisition of Climate Science is unequalled, combining scientific accuracy 
with clarity of exposition. [t is comprehensive in its scope despite its modest 
length of 232 pages. A typical chapter is ten pages long, with cute titles and 
subtitles (“Aren’t You Embarrassed, Mr. Will?”). The book is written in a 
lively manner that is accessible to the lay public; Powell is able clearly to 
explain phenomena that only a few decades ago were unclear even to 
specialists. Inquisition is the definitive popular refutation of many of the 


denialist arguments that are frequently heard in the media and on the web. 


Everyone who cares-about global warming should have a copy. 
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Michael Ratner and Michael Steven Smith, Who Killed Che? How the 
CIA Got Away With Murder (New York: OR Books, 2011); 195 pages, 
$16.00, paperback. 


Ratner and Smith have done it again! Who Killed Che? How the CIA 
Cot Away With Murder is their second bombshell book dealing with Che 
Guevara and the U.S. government’s frequent use of illegal and criminal 
political assassinations and routine whopper lies in its foreign policy, all in the 
name of “defending freedom” (their first bombshell was Che Guevara and the 
FBI). In their new Che book these two prominent civil liberties lawyers 
present forty-four previously classified documents released. under the Freedom 
of Information Act to show—quite meticulously and colorfully, as if in a 
courtroom drama—how the CIA, in concert with the White House, 
masterminded the murder of Che and then tried to cover it up. 

For some readers this may seem like an old story, since the U.S. 
government now openly proclaims the legitimacy of assassinating foreign ` 
leaders and even U.S. citizens during its hypocritical “war on terrorism.” In 
today’s climate of Presidential and CIA boasts about the political 
assassinations they have ordered—such as that of U.S. citizen Anwar al- 
Awlaki in the fall of 2011, and then two weeks later his sixteen-year-old 
son—the murder of Che in captivity, a major war crime, may seem a bit 
dated. But as Che himself once said in words that Libya’s murdered leader 
Muammar Qaddafi might have done well to heed, “You cannot trust 
a al not even a little bit, not in anything.” And there, indeed, is the 
rub. 

The kind of duplicity around Che’s murder so brilliantly revealed in this 
book helps us understand how we are being lied to today—and losing even 
our own nights, as U.S. citizens, not to be jailed forever merely on “suspicion” 
without due process or even—yes—the right not to be assassinated. Actually, 
the frequent cover-up of the truth for reasons of “national security” practiced 
in the days of Che and the Vietnam War still characterizes the inner circles of 
the world’s biggest practitioner of terrorism. “National security” was the U.S. 


JAMES D. COCKCROFT’s latest book is Mexico’s Revolution Then and Now (New York: 
Monthly Review Press, 2010). 
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government’s excuse for not providing any details about the murders of al- 
Awlaki and his son. , 

That is why the research presented here by Ratner and Smith is so 
. important and explosive. The authors cite CIA and U.S. government 
documents to blow the cover off the daily lies emanating from Washington. 
They explain that: : 

Claims of a split between Fidel and Che were unfounded. 

e The CIA had tried to follow Che ever since 1954, and in: 1962, with the 
help of Chicago mobster Johnny Rosselli, it tried to poison Che in Cuba 
(more than 600 botched CIA attempts on Fidel Castro’s life also took 
place in those years and afterwards). 

e The CIA, with the U.S. military, vowed to track down Che and to 
“eliminate the guerrillas” operating under Che’s command in Bolivia in 
1966-67 in an operation supervised by sixteen Green Berets (U.S. 
Special Forces) charged with training the 2nd Ranger Battalion-Bolivian 
Army, the unit that captured Che. 

e Twenty of the top twenty-three Bolivian military men heading Bolivia’s 
dictatorship at the time were trained at the U.S. School of the Americas, 
as were 1,200 other officers and men in the Bolivian Armed Forces and 
countless military dictators of Latin America. 

e The CIA country chief in Bolivia, by his own admission, had an 
understanding with Bolivia’s president, General René Barrientos, that 
Che must be killed if captured, and Barrientos gave his word that Che 
would indeed be executed. 

e The head of the Bolivian Interior Ministry was on the CIA’s payroll, 
and the U.S. “military attaché” in La Paz was a CIA agent. 

e Two CIA operatives, both ultra-nghtist Cuban Americans, disguised 
themselves as Bolivian soldiers, and one of them, Felix Rodríguez, would 
later claim to be the highest-ranking military officer at the scene of Che’s 
murder, ` 

o The fingerprints from Che’s cut-off hands were promptly matched in 
Washington with prior copies of Che’s fingerpmnts. 

In brief, the CIA approved the execution of Che and helped make it 
happen. Moreover, Ratner and Smith point out, “His death was cntical to 
the U.S., to ensure that the example of the Cuban revolution would not’ 
inspire other revolutionary movements” (30). 

At the time, “plausible deniability” was of critical importance to the 
U.S. authorities overseeing Che’s murder. As Ratner and Smith show, 
based again on the government’s own documents as well as commonsense, 
the CIA’s autonomy from the legislative and executive branches facilitated 
its claims, and those coming from the White House, that they had nothing 
to do with Che’s murder in captivity. Popular revolts would likely have 
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erupted in much of Latin America had the truth behind Che’s execution 
been acknowledged by Washington. Che was very widely respected and 
admired in Latin America, as well as in many sectors of the U.S. Civil 
Rights and youth movements—even as he is today. Actually, as Cuba’s 
National Assembly president Ricardo Alarcón points out in his very well- 
documented foreword to this book, the executive branch of the U.S. 
government had a longstanding policy of trying to hide the paramilitary and 
terrorist tactics of the CIA. President Eisenhower insisted “he did not wish 
the specifics of covert operations [like the eventual Bay of Pigs invasion of 
Cuba] to be presented to the NSC [National Security Council]” (13). 

Later, hearings conducted by the U.S. Senate’s “Church committee” . 
(named after Senator Frank Church who. headed the investigation) to 
examine CIA- and Presidentially ordered political assassinations faced a 
barrage of claims that “we didn’t do it, honest, we didn’t,” most notably from 
CIA agent Rodriguez, who claimed he received the order to have Che killed 
from higher-ranking Bolivian officers. Ratner and Smith do a thorough job of 
revealing Rodriguez's grisly past and propensity for murder and mendacity 
both before and after Che’s murder. Today, lying and the spreading of half- 
truths continue to consume a lot of energy in the U.S. political class and mass 
media—and in the still secretive and protected confines of the CIA and all 
branches of government. 

While the abundant evidence provided by Ratner and Smith as to. how the 
CIA and the U.S. presidency masterminded Che’s murder is damning 
enough, additional suspicion is aroused by Paco Ignacio Taibo II in his 
excellent biography Guevara, Also Known as Che. There, Taibo II writes 
about the legend of “Che’s curse” that emerged when several key players 
known to have been involved in Che’s capture and assassination, as well as 
the disappearance of his body, “died unnatural deaths” in the next fifteen 
years. For example, President René Barrientos, not long after confirming the 
order to execute Che as he had earlier promised the chief CLA operative in 
Bolivia, died when his helicopter burst into flames and crashed; the 
commanding officer when Che was captured was killed in a car crash; and in 
1981 the army captain who captured Che was shot and left paralyzed. CIA 
agent Rodriguez himself experienced attacks of asthma, which he had never 
experienced before, but when allergy tests turned up nothing the doctors 
concluded it was either psychological or “Che’s curse.” 

The Ratner-Smith book has the additional advantage of providing us with 
an accurate and up-to-date review of Che’s life, based on several recent 
biographies, consultation with Cuban and U.S. researchers, and years of the 
authors’ following the story of the Cuban Revolution. Their short, highly 
readable book ties in events happening around the world to help young 
readers gain an understanding of Che and Cuba’s impact then and today. It 
should be ordered by every school library and used as a basic, i hergeni 
textbook for colleges. . 
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One reason for this is that Che is still very important forty-four years after 
his death, and countless people around the world want to know more about 
just who he was and why he was killed. Ratner and Smith’s book holds the 
key to this mystery. It concludes with a citation of what Bolivia’s first 
indigenous president Evo Morales, elected in 2005, said in an important 
section of his inaugural address. Che, President Morales explained, “fought 
for a new world of equality.” When Morales was asked why he liked Che, he 
answered, “I like Che because he fought for equality, for justice. He did not 
just care for ordinary people, he made their struggle his own” (76). Several 
militants who either fought with Che or supported his guerilla force are now 
active members of Bolivia’s government. 

The omnipresence today of Che T-shirts might conceivably be written 
off as just one more example of how “capitalism consumes communism,” but 
the image of Che held high in recent popular uprisings from the Middle 
East to Canada and the United States suggests something else. As I have 
written in my poem “Forty years ago I was walking (homage to Emesto 
“Che” Guevara on the fortieth anniversary of his murder),” 

Che is present in all parts of the world, 

a symbol of the best of humankind, 

of the dreams, the principles of solidarity, 
internationalism, honesty, generosity, 

acting according to the best available analysis, 

in order to achieve social justice and world peace.’ 


Or as Alarcón concludes his foreword: 


Che remains alive, above all, in a Latin America that today is building a 
new politics of independence and solidarity, a politics that owes a great 
deal to his ideals and his sacrifice. His spirit also lives on through the lives 
of the Cuban Five: Gerardo, Ramén, Antonio, Fernando and 
René...unjustly imprisoned for more than twelve years for fighting anti- 
Cuban terrorism sponsored by Washington. (14) 


Che was an anti-sectarian revolutionary intellectual “motivated by 
profound feelings of love” who criticized the Stalinism of the Soviet Union 
and its foreign policy and carried in his Bolivian backpack books by Leon 
Trotsky and Georg Lukács. He viewed internationalism as “not only a duty 
for the peoples who struggle for a better future” but “also an inescapable 
necessity.” A highly cultured man, he wrote magnificent books, essays, and 
poems. He liked to play chess and soccer. While suffering from asthma 
attacks all his life, he maintained an ironic wit. He loved cameras and took 
stunning photographs. He led major economic projects for the Cuban 
Revolution and championed subjective factors in the transition to socialism in 


hopes of creating “the new man.” He led freedom fighters in Africa and 
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Latin America and spoke eloquently against imperialism in the United 
Nations and other international settings. By courageously practicing the 
values and ideals for which he lived and died, he epitomized—in the words of 
José Martí—the “only practical man, whose dream today will be the law of 
tomorrow.” 


The Ratner-Smith bombshell is a quick, illuminating, and exciting read. 


Note 


1. James Cockcraft, WHY? ¿POR QUE? POURQUOI? (Canada: writers@HiddenBrookPress.com, 2009), 92. 
a 


continued from page 64 


With this background, Fred, co-author of What Every Environmentalist 
Needs to Know About Capitalism: A Citizen's Guide to Capitalism and the 
Environment (with John Bellamy Foster, 2011), says: “The world ecosystem 
ane its people desperately need a reduction in the consumption by the richest 

0%. 

He, therefore, makes a “Modest Proposal” for immediate implementation, 
which is specific instead of a broad, sweeping comment. The proposal says: 
“enforce either a ‘no-child’ or a ‘one-child’ policy on the wealthy; immediately 
introduce a [00% inheritance tax on the wealthy; and lower the income of the 
wealthy by having a very modest maximum compensation (analogous to a 
minimum wage).” 

Fred expects that following these measures approximately half of all 
resource use and pollution in the world can be rapidly reduced. “The 
previously wealthy would then either disappear (as they die out) or live a life 
in which they consume at the rate of the average person in the world.” 

Fred’s modest proposal is based on the morality of humanity’s and the 
planet’s survival, upholds the principles of democracy and equity, and takes 
into consideration the current environmental divide. 

Creative and productive environment can’t survive in a biased and 
dominated distribution structure. A trampled environment turned toxic or 
burned into ashes can’t support life in any form. Rather, destitution is 
created. History of nature and society puts the evidence. This fact makes 
Fred’s proposal rational and needs early consideration. Agrimonde, in its 
conclusion, reminded that in “a world of rare resources, the rarest of all may 
be time.” This makes Fred’s proposal an issue of urgent consideration. 


=~ 
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University of Nevada, Las Vegas physicist John W. Farley’s very 
important review essay'on James Lawrence Powell’s new book, The 
Inquisition of Climate Science, in this month’s issue of MR raises critical 
questions with respect to science, corporate propaganda, and the future of 
humanity. Much of Farley’s argument in his review, like Powell’s in his book, 
focuses on scientific credentials, rather than the actual science of climate 
change. This may strike MR readers as odd. Why this stress on scientific 
credentials or the lack of them as opposed to the science itself? Here it is 
important to understand that this is exactly where the current corporate 
engendered “climate war” has left us. An excellent guide to what has been 
happening in this respect (in addition to Powell’s book and Farley’s excellent 
analysis of it) is an exposé by James Hoggan, The Climate Cover-Up: The 
Crusade to Deny Global Warming (Vancouver: Greystone Books, 2009). 
Hoggan is president of the Canadian PR firm Hoggan and Associates and 
hence well-placed to uncover what appears “to a trained eye” as the “unsavory 
public relations tactics and techniques and the strategic media manipulation” 
aimed at climate science under the cover of what purports to be a scientific 
dispute. 

To understand the serious propaganda challenge that has confronted 
capitalist interests intent on denying climate change and the devious means 
used to get around this, one needs to recognize that the scientific consensus on 
climate change is an extremely strong one. Science, which generally 
encourages controversy, is in this case speaking with- one voice. Naomi 
Oreskes, a professor of history and science studies at the University of 
California, San Diego (and recently co-author with Enk Conway of the new 
book Merchants of Doubt on how the tobacco lobby for years sought to cloud 

public perceptions of the scientific evidence against smoking) published an 
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article in Science in 2005 studying global climate change articles in peer- 
reviewed scientific journals between 1993 and 2003. She found a total of 928 
peer-reviewed scientific articles on global climate change. Of these 928 
pointed to human-caused climate change, while on the “other side” there were 
exactly zero denying this. Although attempts were made by climate deniers to 
criticize Oreskes’s findings, no one could locate a single peer-reviewed science 
article taking issue with the global scientific consensus on human-generated 
climate change in order to disprove her results, since such an article did not 
exist, : 

Yet, a 2003 study by the brothers Jules and Max Boykoff in the Journal of 
Environmental Change, enttled “Balance as Bias: Global Warming and the 
U.S. Prestige Press,” demonstrated that in the four leading newspapers studied 
(New York Times, Wall Street Journal, Washington Post, and Los Angeles 
Times) a majority of the articles (53 percent) between 1998 and 2002 
presented a scientist on one side, and a corporate-friendly spokesperson (usually 
not a scientist, and invariably someone removed from climate science research) 
on the other. Neither the media’s proclivity for emphasizing views comfortable 


-to the capitalist power elite, nor the added leg up commonly given to the 


establishment in the name of “balance” (where needed to counter views 
inconvenient to the status quo) could quite account for the gross disparity 
between scientific results and the science news reporting of the prestige press. In 
fact, as Hoggan (and Powell and Farley) show, this was the product of a 
powerful corporate-funded public relations effort aimed at undermining the 
scientific consensus from outside under the pretense of a “scientific debate” over 
global warming. 

Corporate interests (particularly giant energy companies) have sought to 
create by PR means the false impression that there is a deep scientific 
disagreement over climate change, despite the existence of a rock-solid scientific 
consensus. This has meant doing a runaround with respect to the scientific 
consensus by establishing right-wing climate-denial think tanks and recruiting 
glib spokespersons, usually with duplicitous or inflated credentials, who could 
pass themselves off as experts on climate science or as independent critics of 
what was cleverly dubbed “junk science” (targeting climate science itself). 
Leading climate scientists, such as James Hansen, were attacked as dangerous 
radicals, and even challenged for their lack of credentials. These corporate- 
funded spokespeople were chosen primarily for their PR  characteristics— 
individuals who could make convincing propagandistic arguments with an air of 
authority, minus any substantiation of their claims. The usual technique was to 
take advantage of some of the many scientific complexities in order to confuse 
the lay public and cast doubt on the general results of climate science. Fox 
News and other ultra-conservative media outlets then bandied about these 
phony claims, which eventually penetrated into the “prestige press.” 
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As a propaganda campaign designed to hoodwink the public—sufficient to 
prevent any concerted public action—this corporate-funded effort turned out to 
be remarkably successful. A national poll conducted by Yale and George 
Mason University in June 2010 found that a little over a third of those polled 
(34 percent) agreed with the statement that “most scientists think global 
warming is happening,” while nearly half (49 percent) believed either that 
“most scientists think global warming is not happening” (4 percent) or that 
“there is a lot of disagreement among scientists about whether global warming is 
happening” (45 percent). A Pew Research Center poll in 2008 discovered 
that only 19 percent of college-educated Republicans believed in the existence 
of human-generated global climate change. Between 2008 and 2010, according 
to the Yale/George Mason survey, entitled “Climate Change in the American 
Mind,” the percentage of the U.S. population that believed that climate change 
was occurring at all—despite a strong scientific consensus that the problem was 
accelerating—had dropped like a stone from 71 percent in November 2008 to 
57 percent in January 2010 Gn May 2011 it rose again to 64 percent). 

It is the existence of this highly effective corporate-funded propaganda 
campaign aimed at altering the public perception of climate science—they 
could not alter the science much less the realityl—that gives John Farley’s 
review essay in this issue of MR such enormous importance today. For 
Farley, the economic interests behind the denialism, and its connection to the 
fossil-fuels industry and beyond that to capital, are clear. As Naomi Klein put 
it in “Capitalism vs. the Climate” (Nation, November 9, 201 1): 


Climate change implies the biggest political ‘I told you so’ since Keynes 
predicted German backlash from the Treaty of Versailles. Marx wrote 
about capitalism’s “irreparable rift” with “the natural laws of life itself,” 
and many on the left have argued that an economic system built on 
unleashing the voracious appetites of capital would overwhelm the natural 
systems on which life depends. And of course indigenous peoples were 
issuing warnings about the dangers of disrespecting “Mother Earth” long 
before that. The fact that the airborne waste of industrial capitalism is 
causing the planet to warm, with potentially cataclysmic results means that, 
well, the naysayers were right. And the people who said, “Hey, let’s get 
rid of all the rules and watch the magic happen” were disastrously, 
catastrophically wrong. 


60 ANALYTICAL MONTHLY REVIEW/ MAY 2012 


ae 


EDITORIAL 


continued from inside back cover 


overpopulation”, The Sunday Times, May 24, 2009) 

But, the reality is different. The issue of consumption by the rich can not 
be denied although the rich like to hide it. 

The Royal Society in the UK in a recent report focuses on the impact of 
“human population and consumption on the planet”. It suggests richest 
countries to consume less, and a more egalitarian pattern of consumption. 
The wealthiest group must urgently reduce their consumption to save the 
Earth, the report concludes. 

Sir John Sulston, Nobel prize-winning biologist and leader of the 23 
academics who produced the report, said some persons are Consuming far too 
much food while others starve. 

The report, in one of its recommendations, expresses concern with 
“countries where the unmet need for contraception is high.” Contraception 
must be offered to all women who want it and consumption should be cut to 
reduce inequality, says the report. 

While mentioning population and the environment are not separate issues, 
and reproductive health and family planning programs “urgently require 
political leadership and financial commitment” the report recommends to 
“bring the 1.3 billion people living on less than $1.25 per day out of absolute 
poverty, and reduce the inequality that persists in the world today.” It 
recommends that the most developed and the emerging economies “reduce 
material consumption levels”, and the need “to develop socio-economic 
systems and institutions that are not dependent on continued material 
consumption growth.” 

The Royal Society report shows a significant shift by establishment. 
Although it fails to discard the narrowly defined, now almost a cliché, 
population problem it raises the issue of unequal and wasteful consumption, 
now a well-recognized fact. 

A single example exposes the magnitude of wasteful consumption. 
Amanda D. Cuéllar and Michael E. Webber at the Center for International 
Energy and Environmental Policy, The University of Texas at Austin, 
estimated the energy embedded in wasted food annually in the US. In 1995 
approximately 27% of edible food was wasted. In 2007 in wasted food, 2030 
+ 160 trillion BTU of energy were embedded: The energy embedded in 
wasted food represents approximately 2% of annual energy consumption in 
the US. It was not a negligible quantity. The energy wasted in the perfectly 
edible food discarded in the US each year is more than the energy extracted 
annually from the oil and gas reserves off the US coastlines. In the US, 16% 
of the consumed energy is used to produce food and at least 25% of food is 
wasted each year. The waste is equivalent to about 2150 trillion kilojoules lost 
each year. 

The population issue is by and large “tricky”, and a clumsy presentation 
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of the issue ultimately echoes voice of the privileged. The correlation between 
super-high consumption by the rich and destruction of environment should be 
identified. And, the rich should not be hidden under the broad term “rich 
nations” as the poor in breadlines, the homeless poor, the poor looking for job 
are many now in “rich nations”. Similarly, poor, and even poorest “nations” 
are home of many ultra-rich, nouveau rich. Consumption of the rich in all 
countnes, poor and nich, should be.the issue. 

David Satterthwaite in his paper “The implications of population growth 
and urbanization for climate change” (presented in end-June 2009) showed 
the places where population grew fastest but carbon dioxide grew at slowest 
rate, and vice versa. Between 1980 and 2005, population growth in sub- 
Saharan region was 18.5% of the world’s but the CO2 growth was only 
2.4% while North America’s population growth was only 4% with as much as 
14% of extra emissions. Places with very low emissions had 63% of the 
_ world’s population growth. About one-sixth of the world’s population i is $0 
poor that they produced no significant emissions. Households in India earning 
less than Rupees, Indian currency, 3,000 (£40) a month use a fifth of the 
electricity per head and one-seventh of the transport fuel of households 
earning 30,000 rupees or more. i 

David’s findings help lessen the over-burdened population-mind frame ` 
and direct to “mindless” consumption of those, who own riches in 
unimaginable quantity and number. 

About three years ago, George Monbiot wrote: 

“Many of the emissions for which poorer countries are blamed should in 
fairness belong to the developed nations. Gas flaring by companies exporting 
oil from Nigeria, for instance, has produced more greenhouse gases than all 
other sources in sub-Saharan Africa put together. Even deforestation in poor . 
countries is driven mostly by commercial operations delivering timber, meat 
and animal feed to rich consumers. The rural poor do far less harm.” (“Stop 
blaming the poor. It’s the wally yachters who are burning the planet”, 
guardian.co.uk, Sept. 28, 2009) 

With the help of an allegory George continues: 

. “Tve been taking a look at a few super-yachts, as I'll need somewhere to 
entertain Labour ministers in the style to which they are accustomed. First I 
went through the plans for Royal Falcon Fleet’s RFF135, but when I 
discovered that it burns only 750 litres of fuel per hour I realised that it wasn’t 
_ going to impress, Lord Mandelson. | might raise half an eyebrow in Brighton ~ 
with the Overmarine Mangusta 105, which sucks up 850 litres per hour. But 
the raft that’s really caught my eye is made by Wally Yachts in Monaco. The 
WallyPower 118 (which gives total wallies a sensation of power) consumes 
3,400 litres per, hour when travelling at 60 knots. That’s nearly a litre per 
second. Another way of putting it is 31 litres per kilometre. 

“Of course, to make a real splash I'll have to shell out on teak and 
mahogany fittings, carry a few jet skis and a mini-submarine, ferry my guests 
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to the marina by private plane and helicopter, offer them blue fin tuna sushi 
and beluga caviar, and drive the ‘beast so fast that | mash up half the marine 
life of the Mediterranean. As the owner of one of these yachts I'll do more 
damage to the biosphere in 10 minutes than most Africans inflict in a 
hfetime.” 

Then, he raises the issue of the wealthy: 

“Someone I know who hangs out with the very rich tells me that in the 


banker belt of the lower Thames valley there are people who heat their 


outdoor swimming pools to bath temperature, all round the year. They like to 
lie in the pool on winter nights, looking up at the stars. The fuel costs them 


< £3,000 a month. One hundred- thousand people living like these bankers 


would knacker our life support systa faster than 10 billion people living like 
the African peasantry.’ 

He raises the population issue: 

There are “dozens of campaigns and charities whose sole purpose is to 
discourage people from breeding in the name of saving the biosphere. But I 
haven’t been able to find any campaign whose sole purpose is to address the 
impacts of the very rich. People breed less as they become nicher, but they 
don’t consume less — they consume more. As the habits of the super-rich 
show, there are no limits to human extravagance.” 

Consumption of the rich is not overlooked by others ia Agrimonde, the 
joint report based on five-year modeling exercise published in January 12, 
2011 by the French National Institute for Agricultural Research (INRA) 


-and the Centre for International Cooperation in Agronomic Research for 


Development (CIRAD) worked with the existing trend-based scenario, 
Agrimonde GO, and the current perspective change-based scenario, 
Agrimonde 1. The study on worldwide food and agricultural issues in the 
year 2050 said excessive food consumption, losses and waste should be 
reduced. Losses and waste that occur at the distribution stage, and at the time 
of final consumption was estimated at around 25% in the OECD zone. 
“(T]he rich must stop consuming so much”, said Hervé Guyomard of 
INRA. He pointed out that food amounting to 800 calories is lost per person 
each day’ as waste in richer nations. 

While formulating Millennium Consumption Goals on Apni 25, 2011 
Erik Assadourian, Transforming Cultures Project Director at Worldwatch 
Institute, suggested a better distribution of “wealth by raising taxes on the 
wealthiest members of society”. 

Consumption by the rich leads George to ask: 

“So where are the movements protesting about the stinking rich destroying 
our living systems? Where is the direct action against super-yachts and private 
jets? Where’s Class War when you need it?” 

Then, he observes: 

“It's time we had the guts to name the problem. It’s not sex; it’s money. 
It’s not the poor; it’s the rich.” 
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Contrary to the rich, the poor play vital role in circular economy, in zero 
carbon economy. The poor have almost nothing that can be wasted. Rather, 
to sustain their lives, they make maximum possible use of whatever they can 
collect: pieces of a discarded rag, thrown away cardboard box, plastic bottle, 
food thrown away by the rich. Shouldn’t there be a comparison between the 
quantity of CO2 emitted while a poor family, 4-5-6 persons, cooks and while 
a nich, a single one, drives simply for enjoyment or the size of land required 
feed a poor family and a single rich person? 

But the fact is mostly ignored. Otherwise, it would have unmasked the 
face of a savage economy, which is totally for the rich. Consumption by the 
poor, insignificant compared to those of the rich, and essential for regeneration 
of capital, ultimately, in a sense, contributes to the environment. With this 
level of consumption the poor toil, produce wealth, and suffer. The rich thus 
tax the poor. It’s not an irony; it’s the.rule of this predatory economy! What 
would have happened had the poor consumed like the rich?. 

With the sophistication of shameless appropriator the nch and the 
privileged love, conspire and scramble to possess everything between the sky 
and the seas: spacecraft, airplane, helicopter, yacht, automobile, island, ranch, 
palace, chateau, mountain and country houses, and what-not. They are 
hungry for diamond, they are hungry for gold. The blood of children, of 
humanity spilled and spent for the diamonds and gold is not the consideration 
of the nch. Their obscene obsession with consumption is mechanical in 
nature. Embodying all hunger, thirst, lust, and love thyself psychology their 
ideological heart of greed living within their life cycle of profit loves to indulge 
in eating, drinking, riding, flying, gambling and shopping that goes to the 
level of unnecessary, and makes deeper and wider footprint of destruction on 
environment. This reality compels any citizen concerned with environment to 
review environmental impact of consumption by the rich. 

So, a modest and functional proposal has recently been made. 

Citing estimate in the World Development Indicators (2008) of the World 
Bank, Fred Magdoff, co-editor of Agriculture and Food in Crisis (with Brian 
Tokar, 2010) says: “[The] wealthiest 10% of the [world population] use 
approximately 60% of the world’s resources. Because of the close correlation 
between resource use and pollution, the wealthiest 10% are, therefore, 
responsible for about 60% of the world’s pollution, contributing to global 
warming, water pollution, etc. [... The] poorest 40% of the population use 
less than 5% of the world’s resources.” 

Temporarily setting aside ideology, Fred observes: “[T]hese numbers lead 
to an absolutely inescapable conclusion. Trying to reduce the population of 
poor people will not help deal with this at all. It is the wealthy of the world 
that are overwhelmingly responsible for the resource/environmental problems 
we face.” 

Continued on page 57 
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exarnple, military expenditures or petroleum based individual fransportanon 


_systems.contributes nothing to the standard of living, rather the reverse. And 


in fact, it is the rich minority both here‘and there, who are at once the source of 


. the environmental problem and resistance to its solution. Our friend and 


colleague Farooque Chowdhury in this very useful piece sets out the basics 
we need to keep in mind when reading or watching what the mainstream 
media has to say about the environmental crisis. 


The Poor And The Privileged And A Proposa! On Resource Use 
By Farooque Chowdhury 


Cutting class fhe and ideological spectrum looming environmental 
catastrophe makes its presence bold with each passing moment. Even the 


- blind, ignorant, moron, and greedy can't deny it. 


‘The powerful, the rich blames the weak, the poor for the catastrophe. 
The poor are being made scapegoat. It is the law of power. : 

One of the “punishable” acts by. the poor, as the powerful claims, is the 
number of the poor. It's huge and big and overwhelming, it's teeming billions 


.in poor and poorer and poorest countries. And, to the powerful, it is the 


problem although they need poor in huge number. 
“There are significant numbers of people in the wealthy countries”, - 


writes Fred Magdoff, professor emeritus of plant and soil science at-the 


University of Vermont and adjunct professor of crop and soil science at 
Cornell University, “who believe that the great issues of resource depletion 


and global environmental pollution are caused primarily by the huge number —_. 


of people on the globe...” Rapidly decrease the world's population is their 
suggested solution. (“Reducing Resource Use and Environmental 
Degradation: A Modest Proposal”) <mrzine.monthlyreview.org/2012 
/magdoff2803 12.html> 

Fred's observation is substantiated by The Sunday Times. Some leading 
billionaires including Bill Gates, David Rockefeller Jr, Warren Buffett, 
George Soros, Michael Bloomberg, Ted Turner and Oprah Winfrey met 
“secretly to consider how their wealth could be used to slow the growth of the. 
world's population.” Described as the Good Club by one insider the. 


. billionaires were in complete agreement that “they would back a strategy in 


which , population growth would be tackled as-a potentially disastrous 


“environmental, social and industrial threat.” (“Billionaire club in bid to curb . - 
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Editorial 


From time to time the mass media hears its master's voice, and indulges in 
some rote praise of the United States as "land of freedom and opportunity." 
A favorite topic has been the successes of members of the NRI and emigrant _ 
` Indian community in the "land of freedom," though often recently appearing 
rather too close for comfort with stories of stock swindling and inside 
information trading. But as we well know from the career of Chidambaram, 
the mass media returns quickly enough to the approved message. 

Nonetheless, last week we were startled to read in the business press a 
seamless mixture of this media porridge of success and corruption in a single i 
story. The subject was the New York Federal Court "insider trading" trial of ` 
Rajat Gupta, one of the founding fathers of the Indian School of Business 
(ISB) in Hyderabad. As we write the trial is coming to a close, and our 
business press, after decades of fawning praise for this "free market" super- 
hero, has faced the task of recounting the testimony of lies, fraud and. 


continued on inside back cover 
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_ Harmony and Ecological Civilization 
Beyond the Capitalist Alienation of Nature 


Fred Magdoff 


Let me begin by making clear that I am not a philosopher nor am I well 
versed in Chinese cultural history. My background is in agriculture, 
specifically soil fertility and health, from which I have branched out into areas 
of ecology and ecological approaches to agriculture and society. 

With that background in mind, when I consider the concept-of harmony in 
the context of humans, their societies, and the environment I have a particular 
understanding of the concept. It-refers to. all people living together ‘peacefully 
without exploitation of one’ person by. another, each able to reach his or her full.. 
human potential, in a society in which everyone has their basic material and 
nonmaterial needs satisfied, feels secure, safe, happy; and fulfilled as human 
beings. In addition, the concept - -also implies. harmony between people, the 
environment, and the other species we share the planet with..People need fully 
to understand, and act in such ways that indicate, that they are embedded in 
nature and dependent upon it—not just to obtain natural resources needed for 
human life, but also that their lives are made ncher and protected by biodiversity 
and the smooth and efficient functioning of the many cycles of nature such as the 
water and nutrient cycles. 

There is an overriding i issue when cadens ER as ‘i have briefly 
described it. Harmony in the world—among its people and between humans 
and the rest of the ecosystems—is not possible in the context. of capitalism. 
Capitalism, a system:that has been in existénce for some 500 years (merchant 
capitalism for preen 250 years and industrial capitalism for about 250 

FRED. MAGDOFF is professor emeritus of plant and soil ‘science at the University of 
Vermont. His is coauthor with John Bellamy Foster of What Poey Environmentalist Needs to 
Know About Capitalism (Monthly Review Press, 2011). 

This article was prepared for presentation to “the conference on “Harmony , and Ecological 
Civilization” .organized for a group of visiting Chinese academics interested in ecological - 
Marxism by the Institute for Postmodern Development of China (PDC), Claremont, 
“California, on April 27 and 28, 2012. Sponsors of the conference: from China included: the 


-Central Bureau of Compilation and Translation of-the CCP and the China Society for the 
Dialectics of Nature. 
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years)——a relatively short time in the 150,000 year history of anatomically 
modern humans—has shown that it fosters interpersonal relations and metabolic 
interactions with the earth that are detrimental to achieving a harmonious 
existence. This ts a result of capitalism’s basic characteristics and the 
relationships it creates as it normally. functions. The purpose of capitalism is not 
to satisfy human needs and preserve the environment. There is only one purpose 
and driving force—ultimately responsible for both its dynamic periods. and its 
crises and long penods of slow growth (stagnation)—and that is the 
accumulation of capital without end. The capitalist system has a number of ` 
basic characteristics’ and also fosters specific human characteristics and 
relationships. Here are ten key aspects of capitalism: 

e It has to grow (or else it is in crisis) and its very logic-and motivating force 
impels growth. 

e It has no other driving force than the accumulation of ever greater amounts 
of capital. 

e Through. the creation of so-called ‘ E (or side effects) it wreaks 
damage on humans as well as the ecosystem and the life support systems 
needed by humanity and other species. In Paul Sweezy’s words: “As far as 

‘the natural environment is concerned, capitalism perceives it not as 
something to be cherished and enjoyed but as a means to the paramount 
ends of profit-making and still more capital accumulation.”' 

e It promotes the use of nonrenewable resources without regard to the needs 
of future generations, as if there was no end-to them, and abuses even ` 
renewable resources such as ocean fisheries and forests. E 

e It creates vast inequality in income, wealth, and power both within and 
between countries. Not only class, but race, gender, and other inequalities 
are built into its laws of motion. 

e It requires and produces a reserve army of labor—=people precariously 
‘connected to the economy, most kept in poverty or near poverty—so that 
labor is available during economic upswings and workers can easily be fired 
when not needed by businesses. 

e It promotes national economic and political competition and impenalism, 
leading to wars for domination and access to resources. f ; 

e It fosters and, rewards. those particular human traits that are useful for, 

; thriving or even just existing in ‘such a possessive- -individualist society— ` 
selfishness, individualism, competition, ` greed, exploitation of others, 
consumerism—while not allowing the full expression of those human 
characteristics needed: for a harmonious society (cooperation; sharing, 
empathy, and altruism). f 

e It leads to the breakdown of human: health since people operate in a 
hierarchical suciety, with many working under dangerous and physically _ 
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debilitating conditions or in jobs that are repetitive and boring—while 

subject to job loss or fear of losing their job. (There are many adverse long- 

term health effects following the loss of one’s job.)* 

e It leads to the breakdown of healthy communities as people become more 
solitary in outlook’ and behavior ahd indigenous culture is replaced by the 
dominant national or international capitalist culture and outlook. People 
become dedicated to obtaining more.for themselves and their families and 
depending less on reciprocal relationships with others. 

The growth imperative of capitalism deserves special attention because it is 
one of the major stumbling blocks with respect to harmony between humans 
and the environment. Accumulation without end means using ever greater 
quantities of resources—without end—even as we find ways to use resources 
more efficiently. An economy growing at the very meager rate of | percent a 
year will double in about seventy-two years, but one growing at 2 percent a 
year, still a low rate, will double in size in thirty-six years. And when growing 
at 3 and 4 percent, economies will double in twenty-four and eighteen years 
respectively. China recently has seen recorded growth rates of up to 10 
percent, meaning economic output doubles at a rate of approximately every 
seven years! Yet, we are already using up resources far too fast from the one 
planet we have—depleting the stocks of nonrenewable resources rapidly and , 
misusing and overusing resources that are theoretically “renewable.” If the 
world’s economy doubles within the next twenty ‘to thirty years this can only 
hasten the descent into ecological, and probably societal, chaos and 
destruction. 

Thus capitalism promotes the processes, relationships, and outcomes that 
are precisely the opposite of those needed for an - ‘ecologically sound, just, 
harmonious society. 

In the alienated ideology and practice of bourgeois society, Marx and Engels 
noted in The German Ideology, .““the relation of man to nature is excluded from 
history and hence the antithesis of man to nature is created.” Proletarians thus 
had the historical task of bringing their “existence” into harmony with their 
‘essence’ in a practical way, by means of a revolutidn” (italics added)? Only in 
this way could they reestablish a harmonious connection to nature and to their 
own production. That Marx and Engels were referring directly to the early stages 
of what we now call the ecological crisis is indicated by the following: “The 
‘essence’ of the fish is its ‘being,’ water—to go no further than this one 
proposition. The ‘essence’ of the freshwater fish is the water of a river. But the 
latter ceases to be the ‘essence’ of the fish and is no'longer a suitable medium of 
existence as soon as the river is made to serve industry, as soon as it is polluted by 
dyes and other waste products and navigated by steamboats, or as soon as its 
water is diverted into canals where simple drainage can deprive the fish of its 
medium of existence. ”* 
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Nevertheless, for many the role that capitalism plays in ecological destruction 
is invisible. Thus the ecological and social antagonisms and contradictions of 
capitalism are frequently misdiagnosed. Some observers suggest that many of 
these problems are caused by the rise of industrial society. Here, so the thinking 
goes, any society based on or using industrial production will necessarily have the 
same resource and environmental problems. Others blame. the thoughtless: 
exploitation of natural resources and the great damage done to the environment on 
the existence of tco many people. The large population, exceeding the carrying 
capacity of the planet, they maintain, is the culprit and the solution is therefore to 
reduce the population of the earth as quickly as possible. (Not easy to do of course 
by humane means.) Some ahistorical commentators say the problem is endemic to 
humans because we are inherently greedy and acquisitive. With a few important 
exceptions, non-Marxist discussions of the problems neglect to even look at the 
characteristics and workings of capitalism, let alone examine them at any depth. 
They are so embedded in the system, that they assume that capitalism, which 
many mislabel “the market economy,” will go on and on forever—even, it is 
illogically assumed, if we destroy the earth itself as a place of human habitation— 
while any other type of economic system is absolutely inconceivable. Economic, 
societal, and historical contexts are completely ignored. 

Rational and useful alternative solutions to any problem depend upon a 
` realistic analysis and diagnosis as to what is causing it to occur. When such 
analysis is lacking substance the proposed “solutions” will most likely be 
useless. For example, there are people fixated on nonrenewable resource 
depletion that is caused, in their opinion, by “overpopulation.” Thus, they 
propose, as the one and only “solution,” a rapid “degrowth”.of the world’s 
population. Programs that provide contraceptives to women in poor countries 
are therefore offered as an important tool to solving the global ecological 
problem. However, those concerned with there being too many people 
generally do not discuss the economic system that ts so destructive to the- 
environment and people or the critical moral and practical issue of the vast 
inequalities created by capitalism. Even the way that capitalism itself requires 
population growth as part of its overall expansion is ignored. 

Thus, a critical aspect almost always missing from discussions by those 
concerned with population as it affects resource use and. pollution is that the 
overwhelming majority of the earth’s environmental problems are caused by the 
wealthy and their, lifestyles—and by a system ‘of capital accumulation that 
predominantly serves their interests. The World Bank staff estimates that the 
wealthiest 10 percent of humanity are responsible for approximately 60 percent 
of all resource use and therefore 60 percent of the pollution (most probably an 
underestimate). Commentators fixated on nonrenewable resources and pollution 
as the overriding issues cannot see that one of their main “solutions”— 
promoting birth control in poor countries—gets nowhere near to even beginning 


4 > ANALYTICAL MONTHLY REVIEW/ JUNE 2012 


i REVIEW OF THE MONTH: HARMONY AND ECOLOGICAL CIVILIZATION 


to address the real problem. It should go without saying that poor people should 
have access to medical services, including those involving family planning. This 
should be considered a basic human night. The rights of women in this respect 
are one of the key indicators of democratic and human development. But how 
can people fixated on the mere population numbers ignore the fact that it is the 
world’s affluent classes that account for the great bulk of those problems— 
whether one is looking at resource use, consumption, waste, or environmental 
pollution—that are considered so important to the zavial of society and even 


humanity? 


In addition to the vast quantity of resources used ana pollution caused by 
wealthy individuals, governments are also responsible. The U.S. military is 
one of the world’s prime users of resources—from oil to copper, zinc, tin, and 
rare earths. The military i is also is the single largest consumer of energy in the 
United States.’ 

While capitalism creates many of the features and relationships discussed 
above, we must keep in mind that long before capitalism existed there were 
negative societal aspects such as warfare, exploitation of people and resources, 
and ecological damage. However, capitalism’ solidifies and makes these- 
problems systemic while at the same time creating other negative aspects. 


Living in Harmony with the Planet 


It is certain that’ there is no way to reach a truly limino civilization 
with an economic system in which decisions are made by private individuals 
based on how much capital will be accumulated as well as personal greed and 
consumerism. In such a society “[s]ocial relations became but reflections of 
the dominating force of society’s capitalist economics.” Hierarchical class 
structures are solidified—with workers (blue and white collar), small business 
owners (this includes farmers and craftspeople working on their own or in 
small units), and owners and managers of large businesses. The relationship 
of a worker to a business manager or owner reflects differences of wealth and 
power in the workplace and in the world outside. And the worker and the 
boss have differing interests. The boss is trying to maximize profits while the 
worker is trying to get more income and better working conditions. Because of 
the motive force of capitalism and the procedures, practices, and approaches 
embedded in its DNA, there is no way to reform or modify the system to 
accomplish the goals of sustainability, harmony, or ecological civilization. 
Capitalism, in its very essence, is anti-sustainability, anti-harmony, and anti- 
ecology. For Marx capitalism generated an “irreparable nft” in the 


~ metabolism of nature and society, requiring the “restoration” of this basic 


‘metabolism essential to life—a restoration that necessitated a more 


harmonious social order beyond capitalism.’ 
No one can predict the details of any future alison: But, to be 
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ecological and socially sustainable—basic requirements for harmonious 
society—an economy will need to have the sole purpose. of satisfying basic 


human material and nonmaterial needs (which, of course, includes a healthy , 


ecosystem) for all people. As with many pre-capitalist societies, economics will 
need to be submerged within human relationships and must be under control 
of the people. ; : 

An ecological or harmonious civilization, a truly sustainable and 
ecologically sound society, will need to have certain basic characteristics. It 
will need to stop economic growth after basic human needs are satisfied. It will 
also need to promote, encourage, and reward the positive human traits of 
cooperation, sharing, empathy, and reciprocity. And it must operate with 
respect for, and care of, the environment—locally, regionally, and globally. 

There are people who believe that nature has rights of its own and that 
“mother earth” (or Pachamama, in the language of the people of the Andes in 
South America) should be respected and cared for just because it is right and 
ethical to do so. But even taking an anthropocentric view, it is to the direct benefit 
of humans and. their societies to create and maintain biological and habitat diversity 
and functioning, essential to a thriving ecosystem. In order to live healthy, satisfied, 
and happy lives now and for generations to come people need clean water and air, 
healthy and productive soils, wise and careful use of renewable and nonrenewable 
resources. Degraded ecosystems need to be regenerated. Humans need places to 
see and enjoy the natural world—parks, forests, swamps, lakes. When people 
understand nature’s beauty and importance for their existence, ` they live 
emotionally richer lives arid are connected to the natural world on a deep 
emotional level. There has even been a term coined for describing children that do 
not experience the natural world regularly (and in industrialized wealthy countries 
this may include the majonty)—“nature-deficit disorder.” Although some 
children do adapt te being mostly indoors. and relating with the world prmanly 
through electronic gadgets, there are many that suffer the consequences ranging 
from a lack of vitamin D to depressed immune systems (more likely to be sick) to 
behavioral problems such as aggressiveness.’ Because our lives are so dependent 
on healthy local, regional, and world ecosystems, protecting and regenerating the 
environment must be-a goal of a society that seeks harmony in the broadest sense. 

An economic/political/social system that is designed to satisfy basic human 
material and nonmaterial needs for everyone (as discussed above) will require 
a democratic decision-making process that is based in communities and the 
cooperation between many communities and regions. 

It will be essential for people to live at a much more modest living standard 
than what is called the westem middle-class standard of living. This is 
underscored by the Work Bank estimate that approximately 75 percent of all 


resource use (and, therefore, pollution) is caused by the wealthiest 20 percent. 


of humanity, approximately 1.4 billion people. Even here, as we shall see, the 
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statistics are undoubtedly conservative. As explained in my book (written with 


` John Bellamy Foster) What Every Environmentalist Needs to Know About 


x 


Capitalism: 


It is important to recognize that this [the wide income/wealth disparity 
characterizing global society] is a question of class and other forms of 
social inequality, as well as inequality between nations. In 2008, 
Americans in the highest income quintile (the top 20 percent) spent three 
to four times as much on housing and clothing, and five times as much on ` 
transportation as those in the poorest quintile. In Canada, where 
consumption data is available by groupings that represent 10 percent of 
the population (deciles), ecological footprint analysts have found that the 
top income decile has an ecological footprint nine times that of the bottom 
decile, and ‘a consumer goods footprint four times that of the bottom 
decile.” 


When viewed at the global scale, inequality is even worse. Recent studies 
have shown that, “a mere 2 percent of the world’s adult individuals have more 
than half of the global household wealth, with the richest | percent accounting 
for 40 percent of total global assets; while the bottom half of the world’s 
population has barely | percent.” 

A harmonious and ecologically sound society must promote substantive 
equality. It is impossible for everyone to live at a very high (so-called western 


-middle-class) standard of living since this would necessitate an ecological 


footprint that the planet cannot support. Nor isa truly democratic system 
(essential for harmonious society) compatible with conditions in which a few live 
in luxury while most people live at far lower living standards. A harmonious 
relation to nature and society therefore requires egalitarian conditions. Indeed, 
how would a few manage to live at a higher standard than the mass of people 
when economic decisions, including those of investment, wages, types of private 
property permitted, etc., are being made by democratic, planned procedures? 

If society is going to meet the needs for all people to live decent lives, we 
cannot ethically have a group, however: small, that constitutes a wealthy leisure 
class that promotes what the great U.S. sociologist and economist Thorstein 
Veblen called “conspicuous consumption.” Nor can we have a culture of 
“pecuniary emulation” based on “invidious distinctions,” where everyone is 
attempting to outdo his/her neighbors in physical possessions." 

In an earlier paper I approached the subject of ecological civilization by 
beginning with a discussion of basic ecological concepts.'? I described the 
pillars that undergird strong ecosystems—diversity; efficient natural cycles 
through closely linked metabolic relationships; self-sufficiency; self-regulation; 
and resiliency through self-renewal. The discussion then tumed to using these 
pillars as a framework to examine characteristics of a possible future ecological 
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civilization. 

Let me give just one example of the changes that can occur when 
communities are put in control of their economies (self-regulation). In 
Venezuela, small-scale fishermen were having problems caused by the large and 
disruptive harvests made by huge fishing trawlers. Bottom trawling techniques 
not only harvested large quantities of fish, but also damaged the sea floor and 
coral life so important to maintaining the stock of fish for the future. The 
national government’ banned trawlers from Venezuelan territorial waters. In 
keeping with its approach to other communities, fishing communities were 
encouraged to make-decisions and manage their resources collectively. Now, the 
fishing cooperative of Chuao—a village mainly known for the quality of 
chocolate produced from its cacao trees—collectively decides on when and 
where to fish and haw-much to catch, and the size of fish to keep. They are able 
to not only feed their community, but also sell fish to the government-operated, 
low-cost markets to supply the general. population. They have gained a 
semblance of self-sufficiency (another pillar of strong ecosystems) by means of 
their own gardens, the fish they catch, the cacao and bananas they sell. By 
controlling the location, quantity, and size of fish they catch they are in a closely 
linked conscious and planned metabolic relationship (another important pillar of 
strong ecosystems as applied to society) with the natural world that is based on 
respect for this resource and its preservation for future generations. 

To summanize, a harmonious civilization requires an economy and politics 
under social control. One in which communities strive for: (1) self regulation by 
meaningful democratic processes; (2) self sufficiency for critical life needs (even 
though complete self sufficiency is not needed or desirable); (3) economic | 
equality in which everyone has their basic human material needs—but no 
more——met; and (4) application of ecological approaches to production, living, 
and transportation. 

We can simplify the issues by using the following equation: 

Harmonious civilization = 

socialism (with the economy and politics under social control, meaning 
democratic control by the people and workers controlling their factories, farms, 
and all other workplaces) 

+ an economy operating with the goal of producing goods and services : 
that will fulfill basic human needs, while protecting the environment 

+ substantive equality i 

+ living simply ` 

All of this of course means ine a new, harmonious ethic as part of 
an ecological revolution. As the Dao De Jing (also referred to as the Laozi) 
declared: “People starve because the rich take too much.... Only those who 
do not use life as a means [for aggrandizement] are able to value life.” We 
must find a way to return to this essentially harmonious, ecological conception 
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MONTHLY REVIEW Fifty Years Ago 


Most United States citizens know little about the geography of 
Southeast Asia and still less about its history. Names like Laos, 
Cambodia, and Vietnam arouse only the haziest reactions in the mind of 
the average American. Yet as we wmite these words, “like it or not, admit 
it or not, we are involved in a shooting war in South Vietnam. We have 
our airforce in: combat operations. Our rangers and special forces are in 
hand-to-hand combat in jungles and on the delta in Mekong. American 
troops in battle uniforms, fully ‘armed, are killing and being killed. 
American officers are in full command of military operations.... Our 
active military participation is on the increase.” 

This quotation is by an N.B.C. correspondent and is aksn from page 
124 of Cash and Violence in Laos and Vietnam, an important book 
written by Anna Louise Strong and recently published by New Century 
Publishers.... Cash and Violence in Laos and Vietnam gives a wealth of 
detail on this second military aggression carried out under White House 
direction since President Kennedy. assumed office.in January, 1961. (The 
first operation was the invasion of Cuba on April 17, 1961). 

—Scorr NEARING, “Regional War in Laos and Vietnam,” 
Monthly Review, June 1962 
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The Denialism of Progressive 
-Environmentalists 


Bill Blackwater P 


In 2003 Ted Nordhaus and Michael Shellenberger, two prominent 
environmental lobbyists, founded the Breakthrough Institute, a think tank 
dedicated’ to modernizing what they call “liberal-progressive-green politics.” 
Its focus is on winning support from mainstream businesses, politicians, and 
consumers with an attractive message: by developing the right technologies 
and policy tools, tackling e piiat change and increasing wealth can go hand- 
in-hand. 

In their essay, “The Death of Environmentalism” (2004) and book, 
Break Through: Why We Can’t Leave Saving the Planet to Environmentalists 
(2007) Nordhaus and . Shellenberger focus on educating ‘and disciplining 
environmentalists to work with the grain of capitalism, rather than against it. 
Most of all, this has meant attacking that core principle of environmentalist 
thought—there are limits to economic growth. They say that this is both too: 
negative in tone, and fundamentally wrong when’ it comes to tackling climate 
change. It will require massive investment in low carbon -technologies, they 
argue, which in turn will depend on strong and ongoing growth. 

In practice, the approach they have adopted to boost the influence of their 
message (and themselves in the process) is to characterize all opinion within 
the environmental movement that is redder or greener than theirs as marginal, 
unrealistic, immature, or elitist. Far from being alone in this, Nordhaus: and 
Shellenberger are ‘representative of a wider school that might be called ` 
“progressive environmentalists.” They have even spawned a number of 
imitators, which David Roberts has described as “the Breakthrough crowd.” 
Their position is essentially the same as that `of the New Democrat and New 
Labour camps regarding the environment; and their tactics of triangulation 
are precisely those pursued by the New Democrats and New Labour since the 

early 1990s. 

The faults of this progressive ETE in trading long-term 
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transformational ambition for short-term success, are equally familiar. The 
triangulation tactics of the likes of Clinton and Blair achieved some 
conspicuous electoral successes, but they did so at the expense of weakening 
the lef’s capacity. to mount a fundamental challenge to the basis of 
financialized capitalism. This was starkly- revealed by the inability of left-wing 
parties to capitalize on the economic. crisis since 2008, either by winning the 
intellectual argument against neoliberalism or by gaining clear electoral 
support.’ The approach of progressive environmentalism, meanwhile, is 
calculated to achieve short-term. populanity, since it is stuffed with business- 
and consumer-friendly wishful thinking. But this must be at the expense of 
weakening the capacity of the environmental movement to highlight the 
unsustainability of our economic system and „concomitant need for radical 
changes. 

Both in the content and practical Ghee. of their paia ideas progressive 
environmentalists are not dissimilar from the environmental spokespeople (or 
self-styled “skeptics”). of the right—the kind, exemplified by Julian Simon and 
Bjom Lomborg, who chum out panglossian accounts of how every 
environmental challenge will be overcome by the genius of capitalism. By virtue 
of their starting positions, however, they are very different. Nordhaus and 
Shellenberger are genuine environmentalists, possessing .a detailed 
understanding of the challenges of climate change, and a. sincere interest in 
finding practical measures that would decarbonize the global economy. The 
classic denial of the right-wingers rejects climate change itself: either that it is a 
problem, or that it even occurs at all. But what the progressive environmentalists 
deny is the impossibility of the.economy to find ways, through enlightened 
policy tools and technological development, to evade environmental limits for the 
foreseeable future. Of course, this is denied by the right-wing environmental 
skeptics, too; but with them this is less active, since they deny that environmental 
limits pose a threat to growth in the first place. > , 

What makes Nordhaus and Shellenberger particularly worth studying is 
precisely the. gulf between the scientificality of the challenges they set out and 
the. daydream quality of their: positive solutions. To focus`on them is to 


_ witness, in their leaps of logic. and lapses of reason, evidence of the 


psychodrama wrought by the denial of something one subconsciously suspects 
to be true. To view this evidence is to see a vivid illustration. of the, wider, if 
less active, practice of dénial across Western society at large, in the face of a 
challenge which renders its dominant economic system unsustainable. 


Rebound and Denial 


Nowhere is the gap between analysis of the problem and prescription of 
the solution wider than in Nordhaus and Shellenberger’s writing on the 
“rebound ` effect.” Sometimes called the “Jevons Paradox” (after the 
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nineteenth century Bntish economist, W.S; Jevons, who first wrote about it), 
the rebound effect describes the phenomenon by which an increase in the 
efficiency with which energy is used tends, by lowering its costs, to result in an 
increase in overall ‘consumption. In February 2011; Nordhaus and 
Shellenberger (along with Jesse Jenkins, Breakthrough’s director of energy 
and climate change) published a compendium of research on the subject.” It is 
an astonishing read. 

What makes it so remarkable is its detailed exposition of the problem. It is 
a devastating critique of the positive arguments around achieving a business- 
friendly salvation fram global warming through investing in energy efficiency, 
which are the stock-in-trade of progressive environmentalists—specifically 
including Nordhaus and Shellenberger themselves on other occasions.’ But 
the truly extraordinary thing about the report is that at the end of this 
relentlessly critical analysis, the authors are still parroting their faith in the 
good news: all the problems in cutting emissions will only work to our 
collective advantage, by...fuelling economic growth, which is, they assure us, 
the only path to decarbonizing the global economy! 

It is worth going through their arguments in detail, given the thoroughness 
of their job in considering the rebound problem—indeed, they offer a 
taxonomy of it. 

The first form they discussis “direct rebound,” which in turn is made up 
of the “income effect” and the “substitution effect.” Following an 
improvement in energy efficiency, the cost of energy use will fall, in tum 
increasing demand for that service or product (the “income effect”; for 
example, driving a more efficient car more often). This leads to the adoption 
of new uses of energy in place of more labor-intensive activities (the 
“substitution effect”; for instance, using a dishwasher rather than doing dishes 
by hand). The authors assess direct rebound as being generally moderate in 
developed economies, erading around 10-30 percent of the energy savings 
due to efficiency measures. 

Next they consider “indirect rebound.” A major element of this comes 
from the embodied energy in materials used to improve energy efficiency; 
double-glazed windows are a classic example. They conclude, from the 
embodied energy effect alone, that there are rebounds of 1—15 percent from 
energy-efficient new:buildings. This rebound also comes in the form of capital 
equipment which is used to increase energy efficiency in industrial production: 
Rebounds increase‘as firms pursue incremental efficiency: improvements over 
time, suggesting diminishing returns; this, in tum, undermines the optimistic 
suggestion that technological progress will be able to deliver greater and 
greater energy savings into the future. There is also the “respending effect,” 
whereby consumers spend the savings they make from lower energy costs on 
other goods and services, in turn boosting their production and the amount of 
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energy embodied in them. The total respending effect for consumers could 
. drive rebounds of the order of 5-35 percent. l 

Next, Nordhaus, Shellenberger, and Jenkins consider macroeconomic effects 

such as “market price effects.” Energy efficiency improvements lead to a sharp 
decrease in demand for a particular fuel, upon which the resulting drop in price 
results in a strong bounce in demand once more. The authors suggest that this 
could be an especially big factor in the developing world, where there is a large 
amount of untapped (elastic) demand for energy, held in check only by cost. Of 
more relevance to Westem economies would be “composition effects,” whereby 
improvements in energy efficiency would by disproportionately favoring energy 
intensive industries lead to their expansion. The third macroeconomic factor 
considered is the largest and most obvious: the “economic growth effect.” Not 
only will energy efficiency stimulate higher output directly, it will also lead to 
lower costs for energy services; in turn this will translate into an increase in real 
income and stimulate economic growth, therefore leading to greater 
consumption of energy. 
__ The further issue is “emergent rebound.” Different aspects of rebound will 
reinforce each other, creating an overall rebound effect that is greater than the 
sum of its parts. Since most existing studies only consider these aspects 
individually, most of the existing quantifications of rebound are likely to be 
underestimates. One of the examples they suggest for emergent rebound is 
that energy efficiency improvements usually accompany improvements in the 
efficiency of capital and labor, fuelling economic growth and hence enhancing 
their rebound effects. Where there are major advances in energy efficiency — 
especially in technologies such as lighting, engines, motors, and computing— 
there may be “open opportunities for newly profitable uses of energy—as yet 
unforeseen new energy-using applications products, enterprises, or even whole 
new industries emerge.” They call this the “frontier effect.” 

As a result of these insights they mount an attack on the “natural 
capitalism” school of environmentalisis, those—notably Amory Lovins of the 
Rocky, Mountain  Institute—who have specialized in making 
environmentalism popular by stressing the economic benefits of energy 
efficiency to business. They cite Lovins on the numerous “side benefits” of 
energy-efficient investments—for instance, “retail sales pressure can rise 40% 
in well-daylit stores”—as well as arguing that, in efficient buildings, “labor 
productivity typically rises by about 6—-16%. Since office workers in 
industrialized countries cost ~ 100x more than office energy, a 1% increase in 
labor productivity has the same bottom-line effect as eliminating the energy 
bill—and the actual gain in labor productivity is ~6—16x bigger than that.” 

As Nordhaus, Shellenberger, and Jenkins comment: “If the economic 
impact of labor productivity improvements from efficient buildings i is several 
orders of magnitude greater than the simultaneous savings in energy 
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consumption...then the rebound due to economic growth/output effects alone 
should also be several orders of magnitude greater.’ ” But they are not finished 
here. 

Next they cite ecological economists, such as Cutler Giga and Robert 

Kaufmann, who believe that the macroeconomic effects will be bigger than 
projected in othér studies. Cleveland and Kaufmann believe the relationship 
between the cost of energy and rate of growth is much closer than is 
understood by neoclassical economics. The corollary of this is that energy 
efficiency improvements will lead to higher growth and waves of rebound than 
previously estimated. One of the supports Nordhaus, Shellenberger, and 
‘Jenkins ‘give for this position is an argument of Kaufmann’s: that the 
improvements in the energy intensity of the economy (i.e., the ratio of primary 
‘energy inputs to real GDP) that have been observed over the past half-century 
can be put down entirely to improvements in the quality of fuels used—the 
successive shifts from wood, to coal; oil, natural gas, and the increasing use of 
electricity—rather than improvements in technology. This completely 
undermines the case of those (not least- Nordhaus and Shellenberger 
themselves) who harp on humankinds’s innate, innovative technological genius 
to deliver radical reductions in energy consumption and carbon emissions into 
the future. 

But perhaps the most significant saaden of this work come not from 

- the report itself, but from the press statements Breakthrough put out to 
accompany it.* As Nordhaus and Shellenberger commented, “The findings of 

the new report are significant because governments have in recent years relied 
heavily on energy efficiency measures as a means to cut greenhouse gases.” 

_ And yet the leading studies on the economics of climate change mitigation— 
including the Stern Report, the Intergovernmental Panel on ‘Climate 
Change’s Working Group III assessment reports, and McKinsey’s Global 
Greenhouse Gas Abatement Cost Curve—‘“have ignored or dismissed the 
strong evidence for rebound...resulting in climate mitigation scenarios that 
conclude that large emissions reductions .can be achieved through greater 
efficiency.” The result is “a dangerous over-reliance on energy efficiency in 
climate mitigation strategies.” While not spelled out, the clear implication of 
this is that carbon mitigation will cost more than in the most high-profile 
estimates, and that we are even further away from a pathway towards a global 
decarbonization target than is generally accepted. 

The Breakthrough document is devastating to the whole project of 
“ecological modernization.” That movement, pioneered by the likes of Lovins 
in the 1970s and gaining momentum following the Brundtland Commission 
on sustainable development in the late ’80s, asserts that, with the nght 
alignment of regulations and incentives, business-as-usual capitalism can be 
made compatible with environmentalist objectives. Indeed, while the 
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Breakthrough report does not explicitly name capitalism as the problem, it. 
seizes on the logic of the capitalist system as a whole as the reason why 
Lovins’s approach is both shortsighted and doomed to failure. As the authors 
make clear, “given the drive to maximize profits” (emphasis added), increasing 
the productivity of raw materials will not lead to a reduction in demand, but 
rather “will spur substitution of that input for other factors of production 
and/or increase economic production; output, and growth.” This is true to 
Jevons, the originator of the rebound argument, who was clear that even where 
increased efficiency did not lead to rebound within an individual concern, the 
pressures for growth within the economic system meant it would still rebound 
across the economy as a whole. 

The conclusion that Nordhaus, Shellenberger, and Jenkins append to their 
paper is a three-part argument. The initial premise is that there are good 
reasons to accelerate the adoption of energy efficiency improvements “even 
though such measures may be unlikely to result in a significant reduction of 
long-term global energy demand or associated carbon emissions.” That is 
because, “While rebound or backfire may indicate that the pursuit of below-cost 
energy efficiency improvements does not make for particularly efficacious climate 
policy, the corollary to this conclusion is that such efforts probably make for very 
good economic policy. Accelerating the adoption of below-cost efficiency 
improvements is likely to result in greater economic productivity and growth.” 

In other words, while energy efficiency fails to be good for the environment 
> because it leads to economic growth, we should ‘still pursue it because...it 
leads to economic growth, and this is good because it will make us richer. 

The second premise is that, as energy efficiency will not deliver absolute 
reductions in energy use and carbon emissions, we should “focus primarily on 
shifting the means of energy production...relying on zero-carbon and 
renéwable | energy sources to diversify and decarbonize the global energy 
supply system.’ 

_ Finally, the conclusion which ties these premises together is that, “A 
- wealthier world, using energy more efficiently and productively, is a world 
with greater resources to devote to both decarbonizing its energy supply and 
adapting to those impacts of climate change that cannot be avoided.” And 
thus, since economic expansion is “driven in part by energy productivity 
‘improvements,” and since it “can facilitate the accelerated decarbonization of 
the energy system,” then “Below-cost efficiency opportunities should therefore 
be vigorously pursued.” 

` Herman Daly once characterized this kind of argument, made by apologists 
for the environmental. consequences of economic growth, as “hair of the dog that 

‘ bit.-you.” Nordhaus -and Shellenberger surely deserve some kind of award for 
pushing this argument to new limits of self-destructiveness. 
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Wishing for the Right “Kind of Prosperity”: 


_ Of course, Nordhaus. and Shellenberger theniselves would demure and ` 
stand by the: logic of- their . case. Above all, they would argue that 
decarbonizing the global economy will require enormous investment in low ` 
carbon infrastructure: How would that investment be found, if not under 
conditions of. continued economic ‘growth? 

The weaknesses in their case can be shown by examining one of its main 
supports—the . idea of the “Environmental Kuznets Curve” (EKC). “It 
parallels an argument made by the economist Simon Kuznets in the 1950s: as 
economies industrialize, inequality will first grow before declining, as greater 
wealth becomes more evenly distributed. The environmental adaptation of this 
argument asserts that pollution first grows before reducing, as a wealthier 
society invests more resources in. cleaning up the environment. Nordhaus, 


_Shellenberger, and Jenkins describe their understanding of the EKC: 


there is the well-established relationship between societal aienea Gade i 
` investment ‘in nonéconomic¢ amenities, specifically ecological, amenities (a .. 
` -concept pioneered by Kuznets). Wealthier. societies are more capable and 

willing ‘to pay higher costs for cleaner energy supplies, and rising demand 

“in modernizing societies for ecological amenities, specifically cleaner air, , 
has been a major'driver of the. decarbonization of energy supply over the | 
last century or more.’ E Qiat Ee 


‘In framing their version of this idea; Nordhaus aE Skellenkager 
„explicitly draw on ‘Abraham Maslow’s “hierarchy of needs,” whereby `~ 
successive levels of physical, emotional, and social security must be met before 
an individual can develop themselves personally and in accordance with 
higher ideals. As ‘people get richer and their immediate needs for food, 
shelter, and material goods-are met, they turn their attention to the quality: of 
the environment they are living within, and begin to divert an increasing 
amount of wealth and attention to improving it. Nordhaus and Shellenberger 
conclude, “Given ‘that prosperity is the basis for ecological concern, our 

political goal must be to create a kind of prosperity that moves everyone up 
Maslow s pyramid as quickly as possible while also achiang our ecological 
goals.”° 

` Unfortunately there are a number ‘of problsns ah this argument. First, it 
is incorrect to imply that the concept underlying the Environmental Kuznets 
Curve derives from Kuznets himself, since there is no direct link between the 
mechanics of economic growth and income distribution that he was describing, 
and the relationship between wealth and environmental quality asserted by the 
EKC. Aside froin ‘the name, the only relationship between. the -original 
Kuznets Curve and the environmental version is that both are depicted in the 
form of an inverted “U”. (i.e., a line on a graph, standing for something 
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` undesirable, which rises and then falls). This in itself is no more a “concept 


pioneered by Kuznets” than the commonplace remark that things often get 
worse before they get better. In any case, and more seriously, the original 
Kuznets argument has been falsified by the widening inequality in Western 
economies over the past four decades. The EKC actually hails from the early 
1990s, notably from a World Bank report which argued that “it is possible to 
‘grow out’ of some environmental problems.” This leads to the second 
problem with Nordhaus and Shellenberger’s argument: the EKC is not 
supported: -by the evidence. As the environmental economist Paul Ekins has 
found in.a comprehensive review of that World Bank report and similar 
efforts, “the evidence of an EKC, even for any single environmental indicator, 
is inconclusive, and certainly cannot be generalized across environmental 
quality as a whole... . As a generally applicable notion, the “environmental 
Kuznets curve (EKC) hypothesis can be deemed invalid. ae 

As if that were not enough, the next problem is ‘the way in which 
Nordhaus and Shellenberger concentrate solely on one element of the 
environmental consequences of economic growth—carbon emissions. In this 
they perform intellectual sleight of hand. They are quick to criticize other 
environmentalists for arguing that there are limits to economic growth, but the 
only limit they pay attention to is atmospheric concentrations of greenhouse 
gases. About a range of other limits—such as biodiversity, availability of 
freshwater, and soil nitrogen—they have nothing to offer. This is 
unsurprising: these wider limits cannot be overcome, even in theory, by | 
investments in low-carbon technologies financed by ongoing growth. 

Even accepting their terms and concentrating only on carbon emissions, 
Nordhaus and Shellenberger are misapplying the central logic within the idea 
of the EKC. They make great play of the way in which environmentalists are 
stuck within a “pollution paradigm,” harking back to campaigns to improve 
individual aspects of environmental quality, such as cleaning up lakes and 
reducing local air pollution. This will not work for global warming, they 
argue, since the key to tackling this is the creation of zero carbon 
infrastructure, which will in turn require the unleashing of the creative forces 
of economic development. 

In making this argument, however, it is precisely Nordhaus and 
Shellenberger who are stuck within their own pollution paradigm. Where the 
EKC has any purchase is precisely in the area of local pollution. Urban air 
quality in affluent regions has improved since the 1950s with the passing of 
clean air acts, deindustnalization, and improvements in motor vehicle 
technology. But where there is no evidence for an EKC is in the net impact of 
economic growth on.the environment overall. Carbon emissions are, in fact, a ` 
near perfect anti-argument to the EKC, since they are both so intimately 
associated with economic growth and, in themselves, non-polluting in an 
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immediate sense, being neither toxic to breathe nor even personally noticeable. 
The logic of the EKC will tend to lead towards measures which simply 
improve the ambient environment of wealthy areas, for instance by locating 
power plants and heavy industry elsewhere, allowing more affluent consumers 
to continue enjoying the economic benefits of fossil fuels without so much of 
` the accompanying local pollution—that is, local to them. 

There is a further weakness in this use of the EKC, which is a deafness to 
its logic shared by most of its proponents. The EKC is most commonly used 
by right-wingers as a rhetorical weapon against environmentalists and their 
arguments in favor of regulation and against the untrammeled pursuit of 
growth. It is deployed as an argument that economic growth is not the enemy; 
the market will, if left to its own devices, clean up its own environmental mess. 
Mikhail Bernstam even talks about an “Invisible Environmental Hand.” 
What this ignores is the agency of these individuals whose greater affluence 
allows them to focus on less immediate, material needs, and through whose 
collective activity society is said to clean up the environment it lives in. Partly, 
this is a story of taking political action to impose state regulation on the 
economy. Proponents of the EKC are happy to reference the effects of such 
action, for instance of clean air legislation passed in the 1950s, but unwilling 
to acknowledge the story that lies behind them—since this ‘is the very 
antithesis of their story about the market spontaneously solving its own 
problems. But if political action to curb the activities of private enterprise and 
shape the habits: of private life has been crucial to improving environmental 
quality in some areas in the past, why should it not be the key to tackling the 
environmental problems confronting us today? . 

There is a final and related problem with these arguments. The logic of 
the EKC suggests that, as society becomes wealthier, it also becomes less 
preoccupied with material concerns and thus begins to give greater value to 
other things, including preserving natural landscapes and wildlife in their own 
right. What else is this other than an argument that after a certain point of 
economic development, people do not want growth to be pursued at all costs? 
This implies that economic growth both must and should be restrained— 
must, because this is necessary to prevent further environmental destruction; 
and should, because this is what the people want. Any proponent of the 
EKC, if they want their theory to be verified in reality, should be encouraging 
environmentalists to bring the consequences of growth to the public’s 
attention, so that it can fulfil its essential political role and collectively restrain 
the activities of private enterprise. 

_ The overriding problem Nordhaus and Shellenberger face is making the 

case that the environmental gains that come in their theory from economic 
growth will outpace—dramatically so, in the case ‘of decarbonizing a growing 
economy—the despoliation attendant on that same growth. In practice, they 
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hardly ever make the attempt, merely advancing this as an article of faith. The 
best they do is a‘repeated insistence that economic growth should be of the 
“right .kind”=-but what this actually means and how it could be guaranteed 
they decline to say. Their positive ideas remain on the level of simplistic wish- 
fulfillment. 

Take, for instance, the following remarks defining their own vision of 
environmentalism: “It will see in institutions like the WTO, the World Bank, 
and the International Monetary Fund not a corporate conspiracy to keep 
people poor and destroy the environment, but an opportunity to drive a kind 
of development that is both sustainable and equitable.”'? Nordhaus and 
Shellenberger are imposing a fantasy on reality here, and it is given away 
when they say that the WTO, World Bank, and IMF will not be reformed to 
protect the global environment—but simply that they are choosing to see these 
institutions in that light. 

In Break Through, Nordhaus and Shellenberger acknowledge that 
successfully arresting climate change will require cqualizing per capita 
emissions across the globe. They then come to the realization that this will in 
effect mean equalizing living standards. But this cannot be a levelling down, 
they declare; it must be-a levelling up, bringing the developing world up to the- 
standards of America. Before one can even begin wondering whether there. 
are enough natural resources to support such levels of consumption, they 
suddenly redefine economic wealth as immaterial well-being: “The new vision 
of prosperity will not be the vision of economic growth held by those who 
worship at the altar of the market. It will define growth not in gross economic 
terms but as overall well-being.”'' It is as though they themselves realize that 
endless growth is both impossible and undesired. The question is: If selecting 
well-being over economic growth is good enough for a future world, with its 
equalized carbon emissions and new vision of prosperity, why can it not be 
adopted today? 


Conclusion: Calling Out Crackpot Realism 


The supposed trump card of Nordhaus and Shellenberger, and all such 
progressive environmentalists, is their purported realism. In practice this is 
simple conformity with the interests of the dominant economic and political 
power structures of the day. This means acceding to the related imperatives of 
financialized capitalism: accepting that both opportunities for growth be 
continually expanded, and that the self-identification of the electorate as 
materialistic consumers be fostered and pandered to—even if that means 
occluding the grounds for collective action. 

It is in these terms that they attempt to redefine environmentalism, and in 
the process disparage the efforts of all environmentalists whose arguments 
pose uncomfortable challenges to the status quo. They characterize all who 
are not with them as utopians, for them the ultimate in damning with faint 
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praise. Mixed into the realism of the progressive environmentalist is a love of 
power. It stands to reason, they believe, that anyone who does not work within 
the terms set by the powerful will never share in power, and is therefore a fool. 
They regard the green movement as a whole precisely as the wider New 
Democrat/New Labour mentality regards the left as a whole: well-meaning, 
woolly, oppositionalist, self-indulgent, self-defeating, - and pathetic. 
Ideologically pure the others may be; yet if they ’ sincerely cared about the 
interests they said they were fighting for, they ought to fall into line, however 
much they might detest it, behind the realists who might actually wield some 
practical influence. There is no alternative. 
At other times less crude versions of this doctrine, especially ones which 
promised real hope of reforming the system from within and of gaining power 
to change power, have had much to recommend them; this is the foundation 
for the historic successes of social democracy. But things are different now. 
Above all, in this context, environmental limits ‘preclude continuation of the 
status quo. Progressive environmentalists pride themselves on their realism 
and in being intimates of the power structures of the present. However, those 
same structures are doomed to collapse, and belief in them is only sustained 
by denial, so this realism is in fact the very ‘height of fantasy—‘“crackpot 
- realism,” to adapt the phrase C. Wright Mills used to describe the mentality ~ 
of the Cold War.'? 
The strategy for those who wish to reply to Nordhaus and Shellenberger 
and to marginalize them as spokesmen for the environmental movement ought 
to be clear—turn the tables on them by emphasizing the self-contradictions, 
‘simplistic fantasy, and the sheer insubstantiality of their thought. And to ` 
emphasize the important fact: it is to too late to play games. 
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Passage to More Than India 
Greenpeace International Meets the Movement for 
| Justice i in Bhopal 


Tomas Mac Sheoin 


On August 14, 2000, survivors of the 1984 Union Carbide poisonous 
gas leak in Bhopal, India, began to congregate in a public square in Atal 
Ayub Nagar, behind the pesticides factory abandoned by the U.S. 
transnational. They were taking part in a cyber-action, ‘the launch of the 
Greenpeace India website, initiated by Greenpeace International with the 
cooperation of a local victims’ group, the Bhopal Gas Peedit Mahila Udyog 
Sanganathan (BGPMUS). The survivors entered Internet booths and sent 
emails to Union Carbide calling for the corporation to accept its responsibility 
to clean up, the abandoned site. 

Over the previous decade there had been a great upsurge of transnational 
struggles, whether in opposition to individual projects such as the Narmada dams 
in India or more general opposition to neoliberalism and its standard bearers, the 
GATT, the WTO, and the IMF. Most critical analysts saw these struggles as 
responses to the globalization of capital. Some of them framed these movements as 
examples of counter-hegemonic globalization, while others welcomed their arrival 
similar to the way the new social movements were previously welcomed as 
replacements for the traditional labor movement. The growth in transnational 
activism was seen as reflecting the strong development of the ‘global civil society 
and intemational NGO (non-governmental organization) sector. One way in 
‘which these struggles were carried out was through the use of information 
technology, especially the Internet, which was welcomed by many as a liberatory 
technology and means of communication and struggle. Although occasional voices 
were raised querying the virtualization of, struggles and the lack of 
representativeness and accountability on the part of NGOs, in general a more 
optimistic view held sway, which saw these a a as offering a means of 
opposing neoliberalism’s global hegemony. 

- Later, however, concerns over hierarchies and power asyinmeties in the new 
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networks began to surface and the more realistic analysts cast a colder eye on these 
movements. Clifford Bob made a crucial intervention, arguing that relations 
between international NGOs and local movements were characterized by power 
relations, with the NGOs normally in the driving seat while local struggles had to 
adapt themselves to the international NGOs’ agenda. Indeed the’ relationship 
between NGOs and local struggles appeared to reproduce core-periphery power 
relations on a microscale, with NGOs utilizing local struggles to advance their 
own agendas and local struggles competing with each other for NGO patronage. 

This coming together in Bhopal of a powerful international NGO and a 
community-based struggle which utilized Internet technology appeared to be a 
shining example of the new transnational activism. On the ground, however, 
there was already dissatisfaction with, and suspicion of, Greenpeace 
International’s involvement and initiative. Disagreements with the Bhopal 
Group for Information and. Action (BGIA), the group that normally 
facilitated international actors in Bhopal, led Greenpeace to engage with 
Abdul Jabbar’s BGPMUS, which mobilized the survivors that attended. 
Greenpeace International says that everyone was told that this was an e- 
petition activity, but local sources say that many did not fully understand the 
action in which they were “participating”: some thought they were coming to 
register for compensation, while others thought that this was a last step before 
obtaining compensation. Whether the failure to fully—or even partly—inform 
survivors of what was going on can be laid to Jabbar or to Greenpeace is 
moot. Greenpeace’s communication was not aimed at survivors. Thus the 
reality of this “cyber-action” implies Bob’s description of international 
BEC ieee interaction may not be too far off target. 


Greenpeace 

Founded in 1971 by a group of American draft dodgers, Canadian 
hippies, and sea-lovers concerned over nuclear testing, Greenpeace grew into 
the best-known environmental NGO. It is characterized by some as a Leninist 
organization and by others as a multinational corporation operating a 
franchise.? There is some validity to the former claim; like'the Communist 
Party, Greenpeace has democratic centralism;.a massive card-carrying, dues- 
paying membership; a small, paid, activist cadre; opaque central decision- 
making; quick reversals of position (out of certain campaigns); the occasional 
purge of staff; and a central committee that was dominated at first by a cult. of 
personality (under David McTaggart), and later run by efficient- bureaucrats. 
However, the latter comparison is probably nearer the mark, with the central 
office in Amsterdam charging the subsidiary offices a fee for the use of the 
Greenpeace brand. By 1977 Greenpeace organizations existed in the core 
English-speaking countries, at which stage it began’ expanding into non- 
English-speaking countries, beginning with France and the Netherlands, 
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proceeding to most of the European Union, and in the late 1980s and early 
‘90s moving into Eastern Europe and Russia. In the late 1980s Greenpeace 
went into Latin America; it was in Argentina in 1987, Brazil in 1991, and 
_ then Chile and Mexico. Greenpeace also established groups in Asia; in Japan 

1989, China in 1997, Southeast Asia in 2000, and India 2001. As the 
organization expanded, so did the range of its campaigns. Begun as an anti- 
war and anti-nuclear organization, it moved on to protecting whales and 
dolphins, then expanded into pollution issues, beginning with ocean dumping. 
By 1991 Greenpeace was running thirty-seven different campaigns around 
the world. 

A major milestone in the evolution of Greenpeace arrived in 1979 with the 
foundation of Greenpeace International in Amsterdam. Due to the chaotic 
development of Greenpeace offices, in the late 1970s turf wars broke out, with 
Greenpeace Vancouver and Greenpeace San Francisco suing each other for 
control of the organization. This was ended with the founding of Greenpeace 
International, which saw control of Greenpeace move from North America to 
Europe. A highly critical article in Forbes emphasized the central control of 
national offices by Greenpeace International: “Amsterdam has the power 
because of all the cash upstreamed from the twelve most prosperous national 
organizations. The royalty is set at 24 percent of their net take from fundraising. 
Power is further consolidated at the centre as no national office can start a 
campaign without the approval of the international council.”? While central 
control from Greenpeace International is a major influence on national offices, 
various national organizations have relative autonomy—although their degree of 
autonomy is not totally unrelated to their financial position, which may also be 
reflected in the influence the richest national organizations have on Greenpeace 
policy. Similarly, the influence Greenpeace International has on national 
organizations may be related to the amount of subsidy that it provides: to these 
offices. 

One example of such differences sate when Greenpeace in Bntain 
gave Lord Melchett (head of British Greenpeace from !989 to 2001) 
permission to take a job with noted’ PR company Burson-Marsteller in 
January 2002. Melchett was subsequently asked to stand down from the 
Greenpeace International board to which he had been appointed in Apnil 
2001. Following phone conversations with other board members who feared 
that the association with Burson-Marsteller would damage Greenpeace’s 
global reputation, a British Greenpeace spokesperson said, “Peter [Lord 
Melchett] now seems to recognise that there may be some conflict of interest 
in what he’s doing.” This recognition, however, appears to have been rather 
slow in coming—given that Burson-Marsteller had acted for Exxon (after the 
Exxon Valdez accident), for Babcock & Wilcox (whose reactor failed at 
Three Mile Island), and for Union Carbide (after. Bhopal). More 
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importantly, it highlights what appears to be an influential, if minority, view 
among high-ranking Greenpeace cadre that working for Burson-Marsteller is 
within the range of acceptable behavior for a Greenpeace board member. The 
Guardian reported: “Neither Lord Melchett nor Greeripeace UK, which he 
consulted before taking the position, initially believed that the job would 
compromise the environmental group.” 

There are also divisions between national offices on . overall Greenpeace 
strategy. An attempt by Greenpeace USA and Greenpeace Latin America to 
develop a critique of capitalist globalization'as a concern for Greenpeace was 
manifested in the, document Beyond UNCED, which was prepared for the 
1992 ‘Rio Earth Summit. It’ discussed international debt, the structure of 
international trade, and institutions such as the World Bank as driving forces 
behind environmental destruction. But’ this approach was anathema to 
Greenpeace offices in Europe, which feared the issues raised were too abstract 
and reminiscent of left politics, ` and the British, Dutch, and German offices 
refused to distribute it. ; 

- Greenpeace’s international’ prominence is largely due to its successful 
interaction with the mass media through the production of highly visual and 
spectacular images.of confrontation with, environmental villains—frst in the 
form of photo opportunities for the’ print media, and later the production of ` 
high-quality video for television. Summarized in the phrase “mindbombing the 
media,”: the importance of i image media production to Greenpeace’ s strategies 
can be seen in the -heavy investment it made to develop’ its own means of 
production. The result of this i investment could be : seen in the case of the Shell 
Brent Spar oil r ng campaign: 


Greenpeace had. established. on- ine links with the n major wire services, like 
' Reuters, using video cameras ‘and its own high-technology satellite-based 
broadcasting gear, recently purchased. This provided the capacity to 
broadcast high-quality television images of environmental confrontation 
` froin the remotest places on earth. Instead of the old- fashioned paper press 
release, Greenpeace provided ‘broadcast-quality film footage generating 
_ instant press coverage to the major news services at no cost to themselves. 
Any editor had to consider whether a story with such potent reader/viewer’ 
interest and obtained at no cost and with ee technical quality, should 


“run on the evening news.” 


After the Brent Spar campaign, . ee diel that it had 
miscalculated the amount of toxic material on board the ng. The mass media 
became more suspicious, and Greenpeace in turn embraced the Internet as a 
new means of communication with its members and the general public. It even 
had a website offering information during’ this campaign: while Shell’s own 


-~ website was still “under construction.” 
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Although Greenpeace’s spectacular direct actions draw most media 
attention, the organization also undertakes research and acts as a traditional 
lobbying organization, both nationally and transnationally. Greenpeace backs up 
its production of spectacular.and symbolic images with the presentation and 
sometimes production of scientific knowledge and policy information. Although 
some of this work has been outsourced to consultants, Greenpeace has also set up 
its own chemical laboratory; this allows it to guarantee the. quality control of its 
` research, as well as allowing control over the results and their publication. 
Greenpeace has set up science, economic, legal, and political units in its 
Amsterdam headquarters. It devoted resources to participation in various 
international governance processes, such as the London Dumping Convention, 
often obtaining entry through provision of advice and expertise to peripheral 
nations. This combination of tactics has led to some spectacular successes in the 
areas of ocean dumping and the export of toxic waste. 

Greenpeace membership peaked at just under five million in 1991 and 
then began to decline. Like other international NGOs Greenpeace over- 
expanded in the 1980s, leading to restructuring as markets contracted in the 
‘90s. It responded to the crisis in the early 1990s the same way transnational 
corporations did: by restructuring and outsourcing its operations in core - 
countries while expanding into new and promising markets in peripheral < 
countries. Restructuring involved shutting down national offices, outsourcing 
some functions, laying off workers, and abandoning campaign areas. The 
crisis was not a unitary one and different national offices restructured at 
different times. Restructuring also involved returning to “safe” campaigns, 
which were most likely to appeal to its middle-class membership. 

_ In another response to this crisis Greenpeace began to embrace what it called 
“solutions campaigning,” including the promotion of what it called “clean 
technology.” This was at least partly in response to charges by transnationals that 
Greenpeace’s stance was totally negative, emphasizing problems without 
suggesting solutions. Greenpeace announced it would “create new alliances with 
sectors such as business and industries” and advance environmentalism by 
“interfering in markets” directly by developing new green products and 
technology, rather than as previously through negative publicity and boycotts. 
However, it reassured its members that this new strategy would not end previous ` 
confrontational strategies, but complement them: “We won’t stop the actions that 
get much attention in the press, and that have made Greenpeace famous, but 
now that people and companies have become more conscious of environmental 
problems, we.consider it more effective to demonstrate solutions that are actually 
viable to industry.”° This included embracing green consumerism through the 
production of “product guides” similar to those produced by consumer 
organizations, but judging products (such as laptop computers) on the basis of 
environmental impact. Thus Greenpeace approached capital with two faces: one 
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confrontational, one cooperative. 

_ Ina 2000 interview, Greenpeace ineiiananals s incoming executive N 
Gerd Leipold, explained that Latin America and Asia, “where Greenpeace 
hadn’t been around for ‘very long, [and] our ‘actions are ull very. new, very 
successful,” were the’ two -‘priority expansion areas, “not only because 
environmental problems in Latin America and ‘Asia are so prominent, but 
because economic development is becoming much stronger in those regions. If we 
want to have an impact, that is where we have to work.” The crisis was more 
than one in membership, however. With corporations and governments there 
allegedly showirig increased environmental sensitivity, the scope for Greenpeace 
activitiés in core. countries could be seen to be diminishing (though this claim 
could be exaggerated as shown by examples of environmental stupidity and 
criminality suchas the Deepwater Horizon oil spill). “In the past.. -Greenpeace 
was able to position itself as the Robin Hood of environmental campaigners. And 
therein lies the dilemma: if a protest is not dangerous and does not photograph 
well, ‘it may not be enough for its ‘customers. "8 From this perspective 
Greenpeace’s expansion into non-core countries can be seen as not only outside 
saturated markets into new markets, but also expansion into new areas to provide 
` new products to satisfy and maintain its existing core. country membership or 
- consumer base. Thus; for example, the Indian: anti-GMO campaign provided 
images of grassroots peasant resistance to biotechnology that were useful to the 
campaign against GMOs in the core, where transnationals were attempting to sell 
biotechnology as a new solution to world hunger—in a reincarnation of the 
orginal Green Revolution. 

This expansion faced strategic problems. One was the-charge of “green 
imperialism” (a variant of “NGO imperialism”), with Greenpeace portrayed 
as the western transnational picking on a poor third world government, in a 
neat reversal of the David and ‘Goliath image that the organization had 
created for itself. After its campaign against seal hunting, Greenpeace had 
faced fierce criticism as an’ organization of white males going around trying to 
save the planet without consulting the local inhabitants. Thus, despite its 
origins: in opposition to nuclear testing, Greenpeace in Asia paid little 
attention to testing by China, India, and Pakistan. Another problem was how 
Greenpeace would interact ‘with non-democratic governments, such as: in 
China, where Greenpeace decided to avoid “drastic approaches” and instead 
functioned as an information provider and consultant. Although by 2009 
Greenpeace was producing detailed reports documenting pollution in China, 
instead of the- ritual denunciations of state and capital accompanying such 
reports in the core, Greenpeace China “urged environmental departments and ` 
the provincial government to tighten regulations, set a timetable for 
implementing pollution-free operations and provide resources for factories to 
avoid producing poisonous materials during the manufacturing process.” 
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The Movement for Justice in Bhopal 
Compared to the transnational operations of Greenpeace International, the 
movement for justice in Bhopal is a much weaker and less-resourced network. 
An initial spontaneous response from the affected slums was followed by the 
formation of the Zahreeli Gas Kand Sangharsh Morcha (Poisonous Gas 
Episode Struggle Front), commonly referred to as the Morcha, by leftist 
middle-class activists who were mainly from outside Bhopal. Repression led to 
the decline and demobilization of the Morcha, as well as the retreat of most of 
the outside activists. The movement in Bhopal then rested with victims’ 
groups, in particular groups organizing those employed in a variety of 
worksheds started as relief work by the Madhya Pradesh state authorities. 
These groups, all with local leadership, included a small registered trade 
union—Bhopal Gas Peedit Mahila Stationery Karmachan Sangh 
(BGPMSKS)—and a much larger organization, BGPMUS, which was 
supplemented by a previously existing claimants’ union, Bhopal Gas Peedit 
Nirashnt Pension Bhogi Sangharsh Morcha (known as the Pension Bhogi). 
Although these groups’ initial concern was defending existing relief payments 
“and wofk programs, as well as supporting victims in their compensation 
claims, they inevitably took on other issues related to the gas victims: In this 
they were assisted by the remnants of the outside activists who formed the 
BGIA as an information and support group for all the local organizations. . 
The struggle over Bhopal has tended to oscillate between two demands: one 
based on the material interests of the survivors—for compensation, healthcare 
provision, employment, and environmental clean up; the other on the demand for 
justice—the punishment of the culprit corporation, personalized in the repeated 
demand to “Hang Anderson” (Warren Anderson was Union Carbide’s CEO 
in 1984). Although the first demand tended to be expressed in local and 
national agitation targeting the state and central’ governments, the second was 
more transnational, given the culprit corporation’s headquarters in the United 
States. Yet the lines between the two criss-crossed, with transnational actions 
affecting the local situation and local action resulting in transnational effects. ° 
The movement in Bhopal exhibited the traditional Indian left paranoia about 
accepting international solidanty, especially from western groups, any of which 
might represent a front for the CIA. It was only after the Morcha was 
demobilized that the movement opened up to international activity, and it was 
through the activities of the BGIA that the local movement internationalized. 
Although there were various laudable attempts to set up an Asian victims’ 
network—uniting Bhopal victims in India, Agent Orange victims in Vietnam, 
and Minamata mercury poisoning victims in Japan—the major orientation was 
towards the United States. The first coalition, established in the United States 
in 1986, was revamped in 2000 as the International Alliance for Justice’ in 
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Bhopal and later became the International Campaign for Justice in Bhopal 
(ICJB). The main aim of the international coalitions was to keep the issue of 
Bhopal alive while also supporting the material and justice demands of the 
survivors. In pursuit of this, the coalitions both brought Bhopal to the world and 
brought the world to Bhopal—while the later coalition also brought Bhopal to, - 
the Web. Bringing Bhopal to the world involved sending speakers and 
delegations to tour Asia, Europe, and the United States in search of solidarity. 
Bringing the world to Bhopal included inviting fact-finding missions (such as the 
International Medical Commission on Bhopal), international tribunals (such as 
the Permanent Peoples’ Tribunal); and experts to visit Bhopal to hear survivors’ 
testimonies and analyze and report on issues such as the health of survivors and 
environmental contamination. , 

Before Greenpeace entered the picture the struggle for justice in Bhopal had 
been reinvigorated by a number of factors. First, the self-organized Sambhavna 
health and documentation clinic, funded by innovative methods through the 
Bhopal Medical Appeal in Britain, had provided an organizational base for the 
local movement. Second, the BGIA brought together the smaller groups—but 
not BGPMUS or the Pension Bhogi—into a local core for the international 
coalition. Third, the legacy issue of water contamination (from toxic waste 

‘abandoned at the pesticide factory) opened a possible new avenue for a legal 

attack on the culprit corporation. Finally, two international factors were important. 
In the United States a new generation of activists took up the Bhopal cause, 
through both students organized as Students for Bhopal and by members of the 
Indian diaspora in chapters of the Association for Indian Development. Finally, 
and perhaps most importantly, in August 1999 Dow Chemical announced its 
intention to take over Union Carbide. This introduced a new litigation and 
agitational target, while raising the possibility of allying with other groups 
concerned over Dow’s activities—a possibility that existed both in India and 
outside, as Dow was planning major investments in India. 


Greenpeace’s Passage to India 

Greenpeace’s involvement with Bhopal can be seen as part of its strategic 
expansion into India. This began in 1993 with the arrival of Anne Leonard 
from the United States to research the export of waste to India and to scope 
the extent and potential of environmental activism in the sub-continent. In 
New Delhi in September 1995, Greenpeace International published a report 
on toxic waste exports to India. It was written by Leonard and Jan Rispens of 
Greenpeace Germany. It framed the export of waste to India as a “slow- 
motion Bhopal.” Greenpeace also produced a report on the chlorine industry 
in India in 1996, and in 2000 a publisher in Goa released Greenpeace 
activist Bob Edwards’s book on the plastics industry. Greenpeace’s entrance 
inte -India was via the same campaigns—waste export, chlorine, and POPs 
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(persistent organic pollutants)—that it was already priontizing internationally. 
Greenpeace invested significant resources in the Bhopal campaign. 
Executive Director Thilo Bode launched the campaign in November 1999 
using the rhetoric of partnership, saying that Greenpeace “will join hands with 
the gas victims of Bhopal in their demand for justice.” Some indication of the 
- importance Greenpeace International attached to the campaign can be seen in 
its bringing to Bhopal: thirty activists from many of its national affiliates for the 
attempted “clean up” of toxic wastes in 2002. The campaign began with the 
arrival of The Rainbow Warrior in late 1999 as part of the Greenpeace Toxic 
Free Future Tour, which cast off in Latin America in 1998 and proceeded 
through ports in northern Europe and on the Mediterranean before heading for 
Asia. The ship’s arrival coincided with the publication of a report on 
contamination in Bhopal, which revealed severe heavy metal and toxic organic 
chemical pollution. Greenpeace described the situation in Bhopal as “a 
microcosm of what toxic pollution by POPs will make the world in the long 
run.” 

Following these actions in ted Gajas then ramped up action 
internationally with Bhopal as the top pronty for its toxic campaign from 2000 
to 2002; they estimated at least half a million dollars were invested in the 
campaign. In the run-up to the Johannesburg 2002 Earth Summit, the Bhopal 
campaign became the face of a Greenpeace campaign calling for a global legal 
framework for corporate responsibility. Greenpeace pursued the Bhopal 
campaign both in India and internationally, showing its usual combination of 
media-sawy “photo opportunity” protests, imaginative use of technology, and 
production of detailed reports on pollution’ and clean-up methods, as well as 
critiques of “clean -up” plans advanced in response to the initial Greenpeace 
report. These reports were a significant contribution to the Bhopal campaign 
and continue to be used by those struggling for justice there. Greenpeace also 
brought Bhopal physically home to Dow Chemical by delivering contaminated 
samples of soil and water to various Dow facilities and functionaries. The 
campaign’s coordinated international activity illustrated Greenpeace’s global 
reach: contaminated material from Bhopal—ranging in size from bottles of 
water to barrels of toxic waste—were delivered to Dow in Australia, Brazil, 
Hong Kong, the Netherlands, Switzerland, Thailand, and the United States. 
Similarly its clean-up guidelines were presented to Dow in India, Europe, and 
the United States on the same day in October. 2002. At the same time an 
exhibition of Raghu Rai’s photographs of the disaster debuted at the World 
Summit on Sustainable Development in South Africa, before moving on to 
Italy and Switzerland, and with further stops planned around the globe. 


Tensions Between Greenpeace and the Movement for Justice in Bhopal 


From the beginning there was suspicion of, and dissatisfaction with, 
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Greenpeace on the part of local groups.: In November 1999, a leading 
Greenpeace activist demanded from the BGIA the nght to be the primary 
organizer of that year's fifteenth anniversary protests, outlining plans for major 
action around the anniversary involving hanging a banner from the factory’s 
flare tower, which would raise the profile of Bhopal globally. In retur 
Greenpeace was to liave exclusive rights to action in Bhopal for that night—as 
though BGIA was’an agency dispensing official licences. The suggestion was 
dismissed as preposterous by the BGIA, which emphasized that local groups 
had always had prime place ‘in the anniversary events. It is significant that the 
first disagreement was over branding; this was. to be a consistent line of 
tension during Greenpeace’s active involvement in campaigning over Bhopal. 
Arguments broke out over the use-of the Greenpeace or ICJB name and logo 
at different actions, with the ICJB objecting to Greenpeace’s use of terms such 
as “Greenpeace and local activists” and “Greenpeace and Bhopal survivors.” 
Relations inside the Bhopal movement can be acrimonious, especially 
between Jabbar of the BGPMUS and Sarangi of the BGIA, but these local 
groups were united- in their criticism of Greenpeace International. Sarangi 
accused Greenpeace of “reckless indifference” towards local groups. Jabbar 
criticized Greenpeace’ in terms similar to those used by many local 
communities élsewhere who felt taken advantage. of by Greenpeace: 
“International organisations have a tendency to act independently; they rarely 
seek partnership with local movements, and more or less control the framing of 
issues. This disempowers local ‘movements, renders them helpless and does a 
lot of harm. In this case it was fine for Greenpeace to take samples and have 
them examined in London. But to present it to the media for their sole 
publicity was jarring, since we in fact did most of the work here.”!' 
These continuous tensions led to an agreement reached at a September 2002 
meeting in Bhopal, with Greenpeace agreeing that all their actions involving 
. Bhopal-based activists would be undertaken in the name of the ICJB. However 
the agreement frayed very quickly and tension between Greenpeace and local 
groups came to a head with the demonstrations at the toxic waste containment 
pond at the factory in November that year. This was a major transnational 
cooperative effort between Greenpeace and ICJB which was reported as a 
Greenpeace action: Agence France Presse, for example, reported seventy 
Greenpeace activists— including thirty foreigners—were arrested when they broke 
into the factory, intending to begin containing the toxic wastes there. A 
Greenpeace January 2003 press release about an action in the Netherlands 
claimed Rashida Bee of BGPMSKS as a Greenpeace activist. The centrality of 
Greenpeace to Greenpeace’s account of Bhopal can also be seen in the 
organization's Bhopal timeline..In the thirty years from 1969 to 1999 there are a 
mere twelve entries, but for the short period from November 1999 to July 2003, 
during which Greenpeace was highly active in the Bhopal struggle, there are forty- 
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four entries. Thus the disagreements between Greenpeace and the movement for 
justice in Bhopal can be seen as a struggle for hegemony in the campaign. Given 
its major investment of resources, Greenpeace understandably wished to brand its 
actions with its name and logo, while the local movement wanted it to subordinate 
itself to the ICJB. This confirms Bob’s description of power relations in 
international NGO/local alliances, but suggests that his view that most power lies 
with NGOs is only partially correct? 

The eventual withdrawal of Greenpeace from the international campaign did 
not represent a major blow. The ICJB entered an alliance with another major 
NGO, Amnesty International, while existing allies in the United States 
continued to support the campaign. In May 2005, when contaminated water 
was delivered to Dow factories the day before Dow's annual general meeting, it 
was Amnesty International and Students for Bhopal that coordinated the 
protests. In April 2007, Amnesty Intemational helped coordinate protests 
related to Dow in New York, in which aver a thousand protestors were 
mobilized. During the campaign with Greenpeace, the ICJB also formed 
temporary action alliances with other NGOs, such as for the Barrage Dow Day 
organized for May 10, 2000 by the ICJB and INFACT (the Infant Feeding 
Action Coalition, which was later to become Corporate Accountability 
International), while the following day’s protest at the Union Carbide annual 
meeting involved the Association for Indian Development, INFACT, and other 
groups. The movement was also searching for alliances in the anti-globalization 
movement at the same time, with Bhopal speakers at the Seattle demonstrations 
against the WTO (1999), the Prague European Social Forum (September 
2000), the Naples European Social Forum (2002), and the Asian Social 
Forum (2003); while some two hundred activists from Bhopal attended World 
Social Forum Mumbai 2004. Similarly the movement’s other supporters in the 
United States, the Environmental Health Foundation and eight other 
organizations, published a report on the fifteenth anniversary, called Beyond the 
Chemical Century, appearing a month after Greenpeace published its report on 
toxic waste contamination at Bhopal. 


The Struggle for Justice : 

_ From the beginning the struggle over Bhopal has been a struggle over the 
definition of Bhopal, with the government of India, Union Carbide, and the 
survivors-——among many others—each fighting to have their particular 
definition accepted. The battle over the terms within which the disaster was to 
be conceptualized was fought on a number of fronts—causation, responsibility 
and liability, and health and environmental impacts. Local and national 
governments, Indian and U.S. corporations, survivors and supporters, the 
global chemical industry, medical/scientific/public health experts, chemical 


engineers and risk managers—have each struggled to advance their own 
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particular definitions of Bhopal and what it means. In this case we see the 
same stniggle, only this 3 isa struggle ¢ over the dennon of the. struggle over 
Bhopal. ” 


The history of the movement for justice in Bhopal, given the asymmetry of . 


. power and resources between it and its adversaries, has mainly been a history of 
failures. But itis also a history in Which, after each failure, the movement 
constantly rises from the ashes to re-engage its enemies. ‘When the movement 
failed in its opposition to the collusive settlement between Union Carbide ‘and 
government of India ih 1987, it turned to a struggle within the compensation 


disbursement { process. Nearly twenty years later—when-the government of India - 


failed to fulfill the promises it. made in 2006 to end a hunger strike—the 


movement again marched on Delhi in 2008 and’ fasted on the footpaths of 


Jantar Mantar, until once again the government submitted to its demands. 


~ Tt is hard not to see the phase of the Bhopal campaign in which Greenpeace . 


Intemational participated as another in this long line of heroic failures: Despite 
the best efforts of Greenpeace campaigners Dow did not change its tune over the 
period of the campaign and was not embarrassed into taking on the liabilities of 
Union Carbide for Bhopal nor the legacy liabilities. Furthermore Greenpeace’s 
tactics and spectacles failed to receive major media attention and certainly failed 
to impact’ Dow’s position in any way. Indeed ‘the failure might indicate the 
limitations of Greenpeace activism and suggest that these tactics may be coming 
to the end of their useful life; more modestly it may simply be that Greenpeace 
tactics are not suitable ‘for battle‘with an industrial chemical company. Just as 
with. Union Carbide, was not a major consumer products corporation, and 
thus its reputation and brand name was not as aménable to critical and boycott 
tactics, unlike other corporate targets of transnational campaigns such as Nike.” 
Here we may recall the words of Ward Morehouse, in his summary of the effects 
of a decade’s activism on Bhopal in the United States: “we had singularly little 
impact where i it really mattered; that is, on Union Carbide’s behaviour toward 
the victims.” * ` 


The movement's victories since the Dow merger have been made in the ; 


national context, in India rather than transnationally, and the crucial alliances 
have been Indian, not foreign. Fhese allies include groups that organized 
autonomously to oppose projected Dow investments such as the movement in 
Nandigram, West Bengal to block a local Special Economic Zone which was 
an intended “chemical hub,” whose anchor tenant was. to be Dow. Similarly, 
Dow plans for a research and development facility in Shinde Vasuli village near 
Pune met a militant response, which included a. blockade of the Dow site ‘and 
the burning of equipment and buildings. Opposed by both local inhabitants and 
religious factions, for whom. the area was a pilgrimage site, Dow finally 
conceded defeat in February 2009. Furthermore, through the use of Right To 
Information (India’s freedom of information legislation), the movement exposed 
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Dow’s attempts to persuade the sone of India to isolate Dow from 
liability for Bhopal as a quid pro quo for foreign direct investment from Dow. - 
The movement also fought local plans by the giant Indian Tata Group to 
undertake a clean up of the site, which would have released Dow from the 
liability and responsibility for the clean up. 
: The experience with the Bhopal movement since the millennium suggests 
that, despite the recent popularity of transnational rhetoric, the most important 
basis for campaigns remains local and national. organizing. Furthermore, local 
movements are by no means powerless in their alliances with international 
-NGOs and may switch alliances in the same way NGOs do. Finally the 
material interests of the local movements, as well as their outrage at the denial 
of justice, are the continuing basis of the movement for justice in Bhopal. 
Against what appears to have been insuperable odds, the movement has 
continued to demand justice for those victimized by toxic capital and a callous 
state. In this struggle of memory over public forgetfulness the movement for 
justice in Bhopal has continued to keep the issues Bhopal raises alive. 
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Credo of a Passionate Skeptic 
"Adrienne Rich 
The following pi in MR in June 2001. 


ennie I collected a number of my prose writings for a forthcoming 
volume. Rereading them, it struck me that for some readers, the earlier pieces 
might seem to belong to a bygone era—twenty to thirty years ago. | chose to. 
include them as background, indicating certain directions in my thinking. A 
burgeoning women’s movement in the 1970s and early 1980s incited and - 
provided the occasions for them, created their ecology. But, as I suggested in 
“Notes Toward a Politics of Location,” my thinking was unable to fulfill itself 
within feminism alone. 

Our senses are currently whip-driven by a feverish new pace of 
technological change. The activities that mark us as human, though, don’t 
begin, exist in, or end by such a calculus: They pulse, fade out, and pulse 
again in human tissue, human nerves, and in the elemental humus of memory, 
dreams, and art, where there are no bygone eras. They are in us, they can 
speak to us, they can teach us if we desire it. 

In fact, for Westerners to look back on 1900 is to come full face upon 
ourselves in 2000, still trying to grapple with the hectic power of capitalism 
and technology, the displacement of the social will into the accumulation of 
money and things. “Thus” (Karl Marx in 1844) “all physical and intellectual 
senses (are) replaced by the simple alienation of all these senses, the sense of 
having.” We have been here all along. 

‘But’ retrospection can also remind us how one petiod’ s necessary strategies 
can mutate into the monsters of a later time. The accurate feminist perceptions 
that women’s lives, historically or individually, were mostly unrecorded and 

‘that the personal is’ political are cases in point. Feminism has depended 
heavily on the concrete testimony. of individual women, a testimony that was 
meant to accumulate toward collective understanding and practice. In “When 
We Dead Awaken,” I borrowed miy tite from Ibsen’s last play, written in 
1900. Certainly the issues Ibsen had dramatized were very much alive. I 

“used myself” to illustrate a woman writer's journey, rather tentatively. In 
1971 this still seemed a questionable, ‘even illegitimaté, approach, especially 
in a paper to be given at an academic convention. 

Soon thereafter, personal narrativé was becoming valued as the true coin 
of feminist expression. At the same time, in every zone of public life, personal 
and private solutions were being marketed by a profit-driven corporate system, 
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while collective action and even collective realities were noid at best and at 
worst rendered historically sterile. 

By the late 1990s, in mainstream American public discourse, personal 
anecdote was replacing critical argument, true confessions were foregrounding 
the discussion of ideas. A feminism that sought to engage race and 
colonialism, the global monoculture of United States corporate and military 
interests, the specific locations and agencies of women within all this was 
being countered by the marketing of a United States model of female—or 
feminine—-self-involvement and self-improvement, devoid of political context 
or content. 

Sull, those early essays suggest the terrain where | started: a time of 
imaginative and intellectual ferment, when many kinds of transformations 
seemed possible. “Women and Honor” belongs to a period when there was in 
the air a theoretical code of ethical responsibility among women: a precarious 
solidarity of gender. Within that ethic—which I shared—I was trying to 
criticize the deceptions we practiced on each other and ourselves. Published at 
a time of vigorous feminist small-press pamphleteering, “Women and Honor” 
seemed, for a while, usable. Today, the parts that most interest me are the 
descriptions of how lying can disrupt the internal balance of the one who 
accepts the lie, and the difficulties of constructing an honorable life. I believe 
these stretch beyond gender to other hoped-for pacts, comradeships, and 
conversations, including those between the citizen and her government. (I do 
not ae that truth-telling exists in a bubble, sealed off from the desire for 
Justice. 

Looking back on her own earlier wntings, Susan Sontag has remarked: 
“Now the very idea of the serious (and the honorable) seems quaint, 
‘unrealistic,’ to most people.” Like other serious and vibrant movements, 
feminism- was to be countered by cultural patterns unforeseen before the 
1980s: a growing middle-class self-absorption and indifference both to ideas 
and to the larger social order, along with the compression of media power and 
resources into fewer and fewer hands, during and beyond the Reagan years. 

It interests me that in “Women and Honor,” that poetically terse piece of 
wnting, I first invoked the name of Marx—to dismiss Marxism “for women.” 
I was of course echoing the standard anti-Marxism of the postwar American 
cultural and political mainstream. But, as | indicate in “Raya Dunayevskaya’s 
Marx,” written more than a decade later, this anti- Marxism, uncriticized and 
uninvestigated, was present also in the women’s movement. Marxism was 
tainted there, both by garden-vanety anticommunism and by the fear that class 
would erase gender once again, when gender was just beginning to be 
understood as a political category 

Sometime around 1980 I felt impelled to go back and read what I had 
dismissed or felt threatened by: I had to find out what Marx, along the way of 
his own development, had actually written. I began working my way through 
those writings, in the assorted translations and editions available to me, an 
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autodidact and an outsider, not an academic or post-Marx Marxist. There, 
“were passages that whetted my hunger; others | traversed laboriously and in 
intellectual fatigue. I understood that I was sometimes overhearing early 
nineteenth century German philosophical diatribes I could just as well skip. 

What kept me going was the sense of being in the company of a great 
` geographer of the human condition, and specifically, a sense of recognition: 
how profit-driven economic relations filter into zones of thought and feeling. 
Marx’s depiction of early nineteenth century capitalism and its dehumanizing 
effect on the social landscape rang truer than ever at the century’s end. 

‘Along with that flare of recognition came profound respect and empathy 
for Marx’s restless vision of human capacities and the ‘nature of their 
frustration. | found no blueprint for a future utopia but a skilled diagnosis of 
skewed and disfigured human relationships. I found a Marx who would have 
been revolted by Stalinism, by the expropriation of his ideas in the name of 
tyranny, by the expropriation of his name: “I am not a Marxist,” he said. In 
the feminism I had embraced, as in the social field where it was rooted, there 
was a salient dialectic: racism as destructive presence, race as great social 
teacher. Time and again racial actualites pushed against the “primary 
oppression” of gender; time and again the lesson was forgotten. I came to 
realize. that we were afraid: that a focus on class (read Marxism) might blot 
out a focus on gender and race; that gender (feminism) might blot out race 
and class; that you could look at: history and see the big eraser wiping out each 
successive lesson of justice, so that collective knowledge could not accumulate. . 
For the. pressing motif of this excessive society was and is: There is not 
enough (space, livelihood, validation) for all. 

I’m not sure that I could have read Marx with so much patience and. 
appetite had I not participated in the inevitable shortcomings of the feminist 
movement in the United States. Though some <eminists (mostly women of 
color) insisted on intersections of race, class, and gender, emphasis was more 
often laid on women’s individual class identificaticns and how they negotiated 
them, or on poverty and welfare, than on how class, poverty and the need for 
welfare are produced and perpetuated in the first place. (Both kinds of work, 
of course, are necessary.) Elsewhere, movement was being parochialized into 

“women’s culture.” Meanwhile, the expansion of ‘apitalism’s force field, the 
impoverishment of women within it, and the steep concentration of wealth 
were all brutally accelerating. 

. We can think of second-wave feminism as a iaki off the radical 
movements of United States history, especially the Depression-driven 
movements of the 1930s and 1940s, movements always under fire, repressed 
in the 1950s, resurgent in new forms in the 19603, and by the 1970s, again 
being deliberately defused and isolated. Above al:, the political groupings of 
African Americans were under hostile surveillance. Earlier, Malcolm X and 
Martin Luther King Jr.—both leaders with large constituencies—had been 
murdered just as each-was unscrolling a map on which race and class 
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intersected in a shared landscape. The blotting of those maps was 
accomplished by violence, persecution, censorship and propaganda. The 
energy, hopefulness, brains and passion of a women’s movement erupting in 
the United States at such a time was. no match for these political 
circumstances. The important legacies of that movement reside not in the 
names of a few women starring in the media, but in the many lifesaving, 
stubbornly ongoing grass-roots organizations it had the power to ignite. | still 
believe what I-wrote in 1971: A change in the concept of sexual identity is 
essential if we are not to see the old political order reassert itself in every new 
revolution. 

What prose I wrote in the 1990s was fired by. a hope of bringing together 
ideas that had been forcibly severed from each other or thrown into 
competition: such as the making of literature and public education. Sometimes 
I felt ideas that attracted me mutually repelling each other. Or I felt the 
shortcomings of my own language pitted against a lethargic liberalism or a. - 
despicable rhetoric of “spin.” Sometimes it all seemed mere Sisyphean effort, 
pushing uphill and futureless a rock bearing sweaty handprints of so many 
others. 

But Sochu is not, finally, a useful image. You don’t roll some unitary 
boulder of language or justice uphill; you try with others to assist in cutting 
and laying many stones, designing a foundation. One of the stonecutter- 
architects I met was Muriel Rukeyser, whose work I had begun reading in 
depth in the 1980s. Through her prose Rukeyser had engaged me 
intellectually; her poetry, however, in its range and daring, held me first and 


` last. “Her Vision” is a tribute to the mentorship of her work. Another was 


Raya Dunayevskaya, who wrote vividly and trenchantly of the concrete 
revolutionary lives of women, and whose fusion of Marx’s humanism with 
contemporary feminisms expanded my sense of the possibilities of both. 

I was also undertaking a kind of research into poetics, both as writing and 
as reading. I had always worked fairly instinctually and independently as a 
poet, distrusting groups and manifestos, which | found mostly unuseful in 
their exclusive male compadreship; I trusted their poetry more than their 
bondings. (I have had to reckon in and out of gender to do my work.) But it 
seemed to me that an accumulating incoherence and disruption of public 
language and images in the late twentieth century was something poets had to 
reckon with, not just -for our own work. I had explored this challenge in my 
1993 book, “What Is Found There: Notebooks on Poetry and Politics.” I 
was looking for poetics and practice that could resist degraded media and a 
mass entertainment culture, both of them much more pervasive and powerful 
than earlier in the century. - 

There was ponm new about this; artists have long made art against the `’ 
commodity culture. And innovative or transgressive art has itself been 
commodified, yet has dialectically frictioned new forms and imaginings into 
existence. One of the questions that pursued me is whether, and how, 
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` innovative'or so-called avant-garde poetics are necessarily or even potentially 
revolutionary: ‘Dé they simply embrace a language so deracinated: that it is 
_ privy in its rebellions only to a few? The question is not unreasonable given - 
the ‘decidedly antibourgeois, anticonformist claims of avant-garde tradition. 
The obverse question is inescapable: Can a racical social imagination clothe: 
itself in a language. worn thin by usage or debased by marketing, promotion 
. and the will to power? In order to meet that will to power, must we choose 
between -the nonreferential and the paraphrasable? 
‘I believe in the necessity for a poetic -language ikd from the 
; compromised" language of state and media. Yet how, I have wondered, can 
poetry persist as a ligatory art rather than as an echo chamber of 
fragmentation and alienation? Can the language of poetry become too abstract 
` (soine might say elitist) even as it tries to claim what Octavio Paz has called 
“the other voice”? Is there a way ‘of writing on the edge? Of course I think 
there -is, and has been;-I test my own work from that likelihood. “Language,” 
I find in Marx, “is the presence of the community. ” In a 1979 essay by Gary 
‘Snyder: “The community and its poetry are not two.” 
- Are writers, poets, artists, thinking people still merely gnashing away at 
‘the: problems of the early twentieth century? But this is not “mere.” These 
primal, unsilenced questions ‘pursue us, wherever we- are trying to live 
conscientiously in the time we have. A new century, even a new technology, 
doesn’t of itself. produce newness. It is. live human beings, looking in all 
directions, who ‘will do this. - 

For more than fifty years I have been writing, tearing, up, revising poems, 
stidying' poets from every culture and century available to me. I have been a 
poet of'the oppositional imagination, meaning that I don’t think my only 
argument is‘ with myself. My work is for people who want to imagine and 
claim wider horizons and carry on about them into the night, rather than 

- rehearse the landlocked details of personal quandanies or the price for which 
the house next door just sold. 

-At times in the past decade and a half I have felt like a stranger in my own 
‘country. I seem not to-speak the official language: I believe many others feel 
like this, not just as poets or intellectuals but as citizens—accountable yet 
excluded from power. I began as an American optimist, albeit a critical one, 
formed by our racial legacy and by the Vietnam War. In both these cases it 
was necessary to look hard truths in the face in order to change hornble 
realities. I believed, with many others, that my country’s historical aquifers 
‘were flowing in that direction of democratic change. I became an American 
‘skeptic, not as to the long search for justice and dignity, which is part of all 
human history, but in the light of my nation’s leading role in demoralizing and 
destabilizing that search, here at home and around the world. Perhaps just 
such a passionate : skepticism, neither cynical r nor nihilistic, is the ground for 
continuing. 
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The following appeared in MR in May 2008; September 2007, November, 
2004, April 2010, November 2009, and September 201 1, respectively. 


Emergency Clinic 


Caustic implacable 
poem unto and contra: 
I do not soothe your minor 
injuries Ido not 
-offer I require 
close history 
of the case apprentice- 
ship in past and fresh catastrophe 
The skin too quickly scabbed 
mutters for my debriding 
For every bandaged wound 
I'll scrape another open 
I won’t smile 
while wiping 

your tears 

_ Ido not give 
simplehearted love and nor 
allow you simply love me 
lodine-dark 
poem walking to and fro all night 
If you accept regardless ies 
this will be different 
un-gainly 
unreconciled 
unto and contra ' 
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Director’s Notes | 


You don’t want a harsh outcry here 

not to violate the beauty yet 

dawn unveiling ochre village 

but to show coercion 

within that beauty, endurance required 

, Begin with girl 

pulling hand over hand on chain 

only sound drag and creak 

in time it becomes monotonous 

then must begin sense of unease produced by monotony 
_ repetitive motion, repetitive sound , 
resistance, irritation eee 
increasing for the viewers 

sense of what' they are here for anyway 
dislike of the whole thing how boring to watch 
(they aren’t used to duration 

this was a test) l 

Keep that dislike that boredom as a value 
also as risk i 

so when bucket finally tinks at rim 

they breathe a sigh, not so much s relief 

as finally grasping 

what all this is for ai 

dissolve as she dips from bucket ` 


Five O’elock, January 2003 


Tonight as cargoes of my young 
fellow countrymen and women are being hauled- 
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into positions aimed at death, positions 
they who did not will it suddenly 
have to assume 
I am thinking of Ed Azevedo 
half-awake in recovery 
if he has his arm whole 
and how much pain he must bear 
under the drugs 
On cliffs above a beach 
luxuriant in low tide after storms 
littered with driftwood hurled and piled and 
humanly arranged in fantastic 
installations and beyond 
silk-blue and onion-silver-skinned 
Jeffers’ “most glorious creature on earth” 
we passed, greeting, I saw his arm 
-bandaged to the elbow 
asked and he told me: It was just 
a small cut, nothing, on the hand he’d ° 
washed in peroxide thinking 
that was it until the pain began 
traveling up his arm 
and then the antibiotics the splint the 
numbing drugs the sick sensation 
and this evening at five o'clock the emergency 
surgery and last summer 
the train from Czechoslovakia to ‘Spain 
with his girl, cheap wine, bread and cheese 
room with a balcony, ocean like this 
- nobody asking for pay in advance 
kindness of foreigners 
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in that country, sick sensation now 
needing to sit in his brother’s truck again 
even the accident on the motorcycle 

was nothing like this 

I'll be thinking of you at five 

this evening Í said 

afterward you'll feel better, your body 
will be clean of this. poison 

I didn’t say Your war is here 

but could you have believed 

that from a small thing infection 

would crawl through the blood 

and the enormous ruffled shine 


of an ocean wouldn’t tell you. 


—2003 


You, Again 

Some nights I think you want too much. From me. I didn’t ask 
to parse again your idioms of littered 

parking lots your chain-linked crane-hung sites 

limp again through your crime-scene-festooned streets’ 
to buildings I used to live in. Lose my nerve 

at a wrong door on the wrong floor 

in search of a time. The precision of dream is not 
„such a privilege. I know those hallways tiled in patterns 
of oriental rugs those accordion-pleated 

elevator gates. Know by heart the chipped - . 

edges on some of those tiles. You who require this 
heart-squandering want me wandering you, craving 


to press a doorbell hear a lock turn, a bolt slide bac 
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——always too much, over and over back 
to the old apartment, wrong again, the key maybe 
left with a super who rules the dream and will not be found 


Ballade of the Poverties 


There’s the poverty of the cockroach kingdom and the rusted toilet bowl 
The poverty of to steal food for the first time 

The poverty of to mouth a penis for a paycheck 

The poverty of sweet chanty ladling 

Soup for the poor who must always be there for that 

There’s the poverty of theory poverty of the swollen belly shamed 
Poverty of the diploma mill the ballot that goes nowhere 

Princes of predation let me tell you 

There are poverties and there are poverties 

There’s the poverty of cheap luggage bursted open at immigration ' 
The poverty of the tumed head, the averted eyes . 

The poverty of bored sex of tormented sex os 
The poverty of the bounced check the poverty of the dumpster dive 


The poverty of the pawned horn the poverty of the smashed reading glasses 
The poverty pushing the sheeted gumey the poverty cleaning up the puke - 


The poverty of the pavement artist the poverty passed-out on pavement. ” 


Princes of finance you who have not lain there 

There are poverties and there are poverties 

There is the poverty of hand-to-mouth and door-to-door 
And the poverty of stories patched-up to sell there 
There’s the poverty of the child thumbing the Interstate 
And the poverty of the bride enlisting for war 

There’s the poverty of prescriptions who can afford 
And the poverty of how would you ever end it 

There is the poverty of stones fisted in pocket 
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And the poverty of the village bulldozed to rubble - 
Princes of weaponry who have not ever tasted war 
There are poverties and there are poverties 
There’s the poverty of wages wired for the funeral you 
Can’t get to the poverty of the salary cut l 
There’s the poverty of human labor offered ‘silently on the'curb ` `’ 
The poverty of the no-contact prison visit i 
There’s the poverty of yard sale scrapings spread: 
And rejected the poverty of eviction, wedding bed out on street 
Prince let me tell you who will never learn through words 
There are poverties and there are poverties 
You who travel by private jet like a housefly 
Buzzing with the other flies of plundered poverties 
Princes and courtiers who will never learn through words... 
‘Here’s a mirror you can look into: take it: it’s yours. 
For Jim and Arlene Scully 
with gratitude to Frangois Villon and to Galway Kinnell 


LIBERTE 


Ankles shackled 
metalled and islanded 

holding aloft a mirror, feral. _ . 
lipstick, eye-liner 
: She’s 

a celebrity a star attraction 

a glare effacing 

the French Revolution’s 

risen juices vintage taste 

the Paris Commune’s 
‘fierce inscriptions Pe dot 
lost in translation 
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Materialist Theory of Class 


John Bellamy Foster 


Marxism and feminism are usually seen as divor¢ed from each other today, 
following the breakup of what Heidi Hartmann famously called their 
“unhappy marriage.”' Yet, some theorists still show the influence of both. In 
my view, Joan Acker is both one of the leading analysts of gender and class 
associated with the second wave of feminism, and one of the great contributors . 
to what has been called “feminist historical materialism.” In the latter respect, 
I would place her next to such important proponents of feminist standpoint 
theory as Nancy Hartsock, Dorothy Smith, and ‘Sandra Harding. These 

thinkers, as Fredric Jameson has rightly said, represent the “most “authentic” 
heirs: of Lukacs’s critical Marxist view articulating the proletarian 
standpoint—giving this dialectical insight added meaning by applying it to 
gender relations.’ i 

It is noteworthy that Acker’s important theoretical work Class Gi 
Feminist Answers appeared i in 2006, one year before the onset of the Great 
Financial Crisis.? This of course was no mere accident. Acker was deeply 
concemed about the waning of class analysis, particularly amongst feminist 
theorists. At the same time she recognized that class was becoming more 
important than: ever, not only because of growing inequality but also growing 
instability in the capitalist economy. Thus in the beginning of her book’ she 
referred to the ‘ ‘bursting of the economic bubble of the late 1990s,” i.e., the 
2000 stock market crash that brought an end to the New Economy bubble, as 
presaging a new era of class intensification and class struggle (1). Today i in 
the wake of the bursting of the even bigger housing bubble, and the rise of the 
Occupy Wall Street movement with its slogan of the 99%, Acker’s analysis 
can be viewed as prescient. 

Class Questions: Feminist Answers provides a rich aa insightful history of 
class analysis in the Mandan, Weberian, and feminist theory traditions, 
emphasizing the strengths and weaknesses of each. Acker’s treatment of the 
long debate over capitalism and patriarchy i is particularly useful. ‘Ih her \ view 


This assessment of Joan Acker’s Class Questions: Feminist Answers was wnitten as a 
tribute to be included in a booklet as part of a March 8, 2012, celebration of her life and work - 
at the University of Oregon. It has been slightly revised and expanded for publication here. 
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the only meaningful approach to class is one thal is understood to be gendered 
and racialized. In this sense, she prefers “verbal forms, such as gendering, or 
adjectival forms, such as racialized, that better capture the sense of process 
and diversity” as opposed to the omnipresent noun, which all too often “reifies 
processes and practices” (5). And while class must (as Marxists have always 
insisted) be seen as related to relations of production and paid labor, it must 
also, she argues, be seen as encompassing relaticns of distribution and unpaid 
labor too. 7 

This is less of a departure from classical Marxian theory than one might 
suppose. Marx employed the concept of class mare flexibly than we commonly 
do today—referring to women as a class, ie., as “slaves,” within the 
bourgeois family. “In private property of every type,” he wrote in Capital, “the 
slavery of the members of the family at least is always implicit since they are 
made use of and exploited by the head of the family.”* Classical Marxist 
theory, as a great deal of scholarship in recent decades has shown, defined 
class primarily in terms of exploitation, i.e., how surplus product/surplus labor 
was appropriated from the direct producers. And just as classical Marxism 
applied this concept of class to pre-capitalist and pre-market relations, and 
hence to non-paid relationships, so the concept was always applicable to 
unpaid labor, which in Marxian terms is a relation of production. Slaves, as 
Marx (as opposed to Weber) insisted, constituted a class despite the fact that 
they were not wage workers and were regarded as property themselves.” 

The uniqueness of Acker’s work comes out in her critique of “unreconstructed 
‘class’” notions, particularly those that make race and gender invisible within the 
class conception (4-5). In exploring how class, race, and gender are “mutually 
constituted” she not only criticizes Marxian and Webenan conceptions, but also 
questions popular feminist and sociological treatmen:s of class, race, and gender in 
terms of intersectionalities. It is not so much that these conceptions are wrong as 
they are too crude, trying to reduce class (and along with race ‘and gender) to 
particular spatial or structural locations/intersections, rather than emphasizing 
class as a fluid social relation, involving diverse practices and processes, including 
its gendering and racialization. In this respect, her work draws inspiration from the 
introductory discussion on class in E.P. Thompson’s classic, The Making of the 
English Working Class—a work that had a profound effect on Acker and other 
feminist historical materialists, as did Thompsan’s critique of structuralist 
Marxism.® What Acker, then, is offering is a’ methodology that will allow us to 
look at class, gender, and race together in terms of their inter-relational historical 
formations (“makings”), with all of the dialectical complexities that this implies. 
Referring to Rose Brewer, she insists that, “race, class, and gender processes 
. should be seen as simultaneous forces, and that e ponang must be historicized 
and contextualized” (36). 


In a key statement of her general point of view,. Acker writes: 
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Because [class] practices are gendered and racialized, there are probably 
considerable differences in any one grouping... This is a fluid notion of - 
fragmented aggregates, with shifting boundaries and shifting practices, 
particularly during times of economic and‘ employment restructuring, such , 
as the beginning of the twenty-first-century. Although I am committed to 
this notion of class as relations always in process, there are times when a ` 
shorthand way of indicating location can be very useful. Therefore, I will. 
sometimes use the designations manual working class, service and clerical 
working class, middle class—a large and heterogeneous grouping—and 
capitalist class to designate very large aggregates with similar situations of 
access to and control over the means of provisioning. (68) 


_In all of her important theorizing of the gendering and racializing of class, 
Acker never loses sight of the questions raised by class itself, or the specific 
historical significance of class issues. Thus a central theme throughout her 
analysis is that while gender and race’ discrimination no longer have any 
direct, legitimate basis in developed capitalist societies, this is not true in the 
case of class; class exploitation and class discrimination are accepted as fully 
legitimate in a system that relies on these bases for its‘core process of capital 
accumulation. As she puts it: “Class-based inequalities in monetary reward 
and in control over resources, power, and authority, and the actions and 
routine practices that continually recreate them, are accepted as natural and 
necessary for the ongoing functioning of the socioeconomic system” (52—53). 

In the end, Acker holds out the hope of a Polanyian “double movement” in 
- response to neoliberalism, i.e., the promise of a counter revolt from below, 
emanating from peoples who are subject to multiple, overlapping forms of 
exploitation. “Global corporate capital,” she writes, “seems to be in control at 
the moment, but changes toward radically restructuring gendered and racialized 
class practices, and reversing the race to the bottom in living and working 
conditions, could come as more and more people confront the realities that 
global market capitalism has brought affluence to perhaps the top 20 percent of 
the world’s population, anxiety and insecurity to others who are still consuming 
and surviving, but deep poverty and desperation to the rest” (I 83—85)... 

If this seems slightly dated today, only six years later, it is only because the 
general situation is so much more desperate in the period of stagnation and 
rising unemployment and poverty that has followed the bursting of the housing 
bubble. Now we readily talk of the conflict between the 99% and the 1%. 

If I have one criticism—or questioning—of Acker’s analysis, it is that in one 
particular way she deemphasizes the role of class. This is because class too needs 
its adjectival form. We need to recognize that gender is increasingly “classed,” as 
reflected in the feminization of poverty even while the conditions of many, women 
improve; and likewise race is “classed.” Class should be.seen as a process that 
also modifies race and gender relations. 
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Still, Acker’s criticism of the way in which many Marxian thinkers have 
employed the concept of class is a welcome one today. Although Acker does not 
generally describe herself today as a Marxist, and indeed sees herself a critic of 
that perspective (or at least its more structuralist versions), her work might well be 
accepted by today’s Marxists as an important advance not so much on but of 
Marxan theory, representing a further synthesis, and helping to further its critical- 
revolutionary potential. There is no contradiction between Acker’s deep feminist 
critique, and the fact that she can be regarded as part of the broad historical- 
materialist tradition. Indeed, she demonstrates wi each is a requirement of the 

other. ` ` 
In all of Acker’s work one sees an attempt to envision new PEA of 
radical change. Hence, she has been a leader-in the struggle for comparable 
worth, a devastating critic of the role that the welfare system has played in 
disciplining women as well as the poor, and a penetrating analyst of the 
gendering of organizations. For her the problem with the New Left was not 
-that it was too revolutionary but that it was not revolutionary enough. As she 
wrote in Monthly Review in December 2001: “The daunting reality. facing 
radical and socialist feminist visions was, and is, not only that we have no 
gender and race egalitarian alternative to capitalism, but that the interweaving 
of. gender and race with the economic, political, and social relations of 
capitalism is much more complicated and pervasive than we had imagined. To 
. fundamentally change the situation of women, almost everything else must 
g change a, ' : i l 
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Under the freedom of trade the whole severity of the laws of political 
economy will be applied to the-working classes. Is that to say that we are 
against Free Trade? No, we are for Free Trade, because by Free Trade all 
economical laws, with their most astounding contradictions, will act upon a 
larger scale, upon a greater extent of territory, upon the territory of the whole 
earth; and because from the uniting of all these contradictions into a single 
group, where they stand face to face, will result the struggle which will itself 
eventuate in the emancipation of the proletarians. 


Engels, To Free Trade Congress at Brussels (1847) 
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The question “Why Stagnation?” has a rather special significance for me. 
_I started my graduate work in economics exactly fifty years ago this year. The 
cyclical downturn which began in 1929 was nearing the bottom. 
Unemployment in that year, according to goremment figures, was 23.6 
percent of the labor force, and it reached its high point in 1933-at 24.9 
percent. It remained in the double-digit range throughout the decade. Still, a 
recovery began in 1933, and it turned out to be the longest ‘on record’ up to 
that time. Even at the top in 1937, however, the unemployment rate was still 
14.3 percent, and it jumped up by the end of the year. That also happens to 
be the year I got my Ph.D. Can you imagine a set of circumstances better 
calculated to impress upon a young ecgnomist tke idea that the fundamental 
economic problem was not cyclical ups and downs but secular stagnation? 

In the wake of the sharp recession of 1937, a debate over the causes of 
stagnation began to spread in the economics profession. The two most 
prominent protagonists were Alvin Hansen and Joseph Schumpeter, 
Harvard’s top economists of the 1930s. Hansen’s position was best summed 
up in his 1938 book Full Recovery or Stagnation?, Schumpeter’s in the last 
chapter of his two-volume 1939 treatise on Business Cycles. 

Schumpeter labeled Hansen’s theory, the “theory of vanishing investment 
opportunities,” and it is an apt characterization. According to this theory, the 
modern developed capitalist economy has an enormous capacity to save, both 
because of its corporate structure and because of the very unequal distribution 
of personal income. But if adequate profitable investment opportunities are 
lacking, this saving potential translates not into real capital formation and 
sustained growth but into lowered income, mass unemployment, and chronic 
depression, a condition summed up in the term stagnation. (The framework of 
this analysis was of course derived directly from Keynes’s General . 
Theory, which was published in 1936, and of which Hansen was the best 
known interpreter and champion on this side of the Atlantic.) 

a a a 
PAUL M. SWEEZY was a founder and editor of SG Review from 1949 until his death 
in 2004. 


This is a reconstruction from notes of a talk given to ihe Harvard Economics Club on 
March 22, 1982, and is repr:nted from the June 1982 issue of ens Review—thirty years 
ago this month. 
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To complete the theory, what was needed was an explanation of why there 
should be such a dearth of investment opportunities in the 1930s as compared 
to earlier times. Hansen’s attempt to fill this gap ran in terms of what he 
considered to be certain irreversible historical changes which had begun to build 
up in earlier decades and finally came to dominate the scene after what 
Schumpeter called the “world crisis” began in 1929. To oversimplify 


‘somewhat, these changes, according to Hansen, were (1) the -end of 


geographical expansion, sometimes put in terms of the “closing of the frontier” 
but interpreted by Hansen in a wider global sense; (2) a decline in the rate of 
population growth; and (3) a tendency on the. part of new technologies to be 
less capital-using than in earlier stages of capitalist. development. In Hansen's 
view, all these changes operated to restrict the demand for new capital 
investment and in this way transformed the system’s great capacity to save into a 
stagnation-producing force rather than an engine of rapid growth. 

Hansen’s cntics, including Schumpeter, could see little ment in this 
theory. Not that they denied the necessity for healthy capital formation to 
sustain growth and high employment: they just couldn’t accept the argument 
that the changes Hansen pointed to were real, or if they were real that they 
would necessarily entail a weakening of the demand for new investment. The 
end -of geographical expansion in. the United States came in the late 
nineteenth century: Why should it begin to have such adverse economic effects 
three or four decades later? Population growth doesn’t necessarily stimulate 
investment: it can just as well mean more unemployment, doubling up in 
housing, a lower standard of living. And the alleged nature and effect of 
changes in technological innovation were unproved and, according to the 
critics, unprovable. 

Opposed to Hansen’s theory, Schumpeter put forward anothes one which 
he posed in a somewhat different way. Instead of asking what caused the 
stagnation of the 1930s, he asked why the cyclical upswing which began in 
1933 came to an end so far short of what he and others had always assumed 


‘to be'the “normal” situation at the end of the prosperity phase of the cycle— 


full employment, rising prices, tight credit, etc. Some of you will remember 
that Schumpeter classified economic cycles into three types, each named after 
an earlier investigator of these phenomena: “Kitchins” (very short, basically 
inventory cycles); “Juglars” (what most writers think of as the business cycle); 

and “Kondratieffs” (a supposed cycle of some fifty years duration, the reality 
of which Schumpeter believed in). The experience of the 1930s he described 
as “the disappointing Juglar.” Why? 

© Rejecting Hansen’s theory of vanishing investment opportunities, 
Schumpeter blamed the anti-busiriess climate of the period—a climate, 
incidentally, which he thought was an’ inevitable byproduct of capitalist 
development. In’ a sense this might be called the “New Deal theory of 
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stagnation,” and in one form or another it was shared by most political 
conservatives. But Schumpeter, as was his wont, gave it a special twist: for 
him the heart of the matter was not so much the content of New Deal 
legislation—-which he recognized as being compatible with the normal 
functioning of capitalism—as the personnel who administered the legislation 
and what he considered the anti-business spirit in which they acted. These, he 
believed, had a dampening, repressive effect or. entrepreneurs’ confidence and 
optimism, blighting their hopes for the future and inhibiting their investment 
‘activities in the present. 

It was of course no accident that this debate over stagnation flourished in the 
aftermath of the sharp cyclical decline of 1937-38. Prior to that it seemed 
reasonable to hope that the long upswing that began in 1933 would continue to 
capacity production and full employment. The downturn therefore came as a 
rude shock. With the unemployment rate jumping up to 19 percent in 1938 
and remaining over |7 percent in 1939, the grim reality of stagnation could no 
longer be denied. Hansen’s 1938 book and Schumpeter’s response of the next 
year were only the highlights of what gave every sign of becoming one of the 
classic controversies in the history of economic thought. Nor was it only 
‘economists who were involved: Franklin Delano Roosevelt, his once hopeful 
New Deal blighted by a new and unexpected economic calamity, appointed a 
high-level Temporary National Economic Committee (TNEC) to find out 
what went wrong and what could be done akout it. But before the TNEC 
could even begin to report its (ultimately very meager) findings, the Second 
World War came along. Overnight the whole subject of stagnation dropped out 
of sight, never to be revived. 

After the war, in 1952, one serious and important study of the subject was 
published in England, Maturity and Stagnation in American Capitalism, by 
Josef Steindl, an Austrian refugee who had spent the war years at the Oxford 
Institute of Statistics. But it was ignored by the economics profession, and the 
long period of postwar capitalist expansion, which was under way by the time 
the book appeared, seemed to have relegated the whole “problematic” of 
stagnation to the realm of historical curiosities. 

More recent events, however, have shown tkat the burial of stagnation was, 
to say the least, premature. | hardly need to remind you that by the mid—1970s 
` the problem was back again, this time with a new twist reflected in a new name, 
“stagflation.” Just when it reappeared could be the subject of debate. Perhaps it 
was the late 1950s, with the Vietnam War acting as a temporary postponing 
factor. Perhaps it was the early 1970s, follcwing the Penn-Central credit 
crunch and Nixon’s formal abandonment of the gold standard and brief 
experiment with wage and price controls. Cr perhaps the real return of 
stagnation should be dated from the recession of 1974-75. In any case the 
second half of the 1970s displayed the phenomenon in its new form of 
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stagflation for all to see. And there can be little doubt that it has been getting 
worse since then, as two sets of facts eloquently testify. First, unemployment in 
the advanced capitalist world (24 OECD countries) is expected to reach 30 
million this year, a rate of around 10-percent of the total labor force (with 
figures much higher of course for women, young people, and minorities). 
Second, in the United States there have been two recessions in successive years, 
with the present one quite possibly degenerating into a full-scale depression. 
(This is not to suggest that those who are expecting or predicting an uptum in 
the near future are. necessarily wrong. There was a bref upturn in 1930 and of 
course the long recovery already alluded to from 1933 to 1937: indeed ups and 
downs around the trend, which itself may be up or down, are always not only 
possible but inevitable.) 

I do not pretend to keep up with the latest economic literature as it appears, 
but it is my impression that the economics profession has not yet begun to resume 
the debate over stagnation which was so abruptly interrupted by the outbreak of 
the Second World War. I have the feeling that if you ask an economist how we 
got into the mess we are in, he or she, while not denying that it is indeed a mess, 
will reply. by giving advice as to how to get out of it-but will not have anything very 
enlightening to say about how we got into it. Leonard Silk, the well-informed, 
middle-of-the-road economics editor of the New York Times is a good example. In 
many of his columns lately he has been emphasizing the precariousness of the 
present economic situation, criticizing the policies of the Reagan administration 
and suggesting ways to do better. In one such column—ain the “Business” section 
of the Sunday paper for-March 14th—he even included a considerable amount of 
background material, centering on five charts dating to 1965, showing that the 
roots of the problem go back a long way. The headline on the piece is interesting: 
“What’s Happening Is Not a Depression. It's a Chronic State of Unemployment 
and Industrial Slack. The Government Caused It.” At first glance this might 
seem to be both a description of stagnation and an explanation of it. But if you 
read the article, you won’t find much in the way of explanation. This is hardly 
surprising since there have been five different administrations since 1965 with a 
variety of ideologies and policies, and it would seem a priori rather unlikely that 
one would be able to distill out of the whole experience an entity deserving the 
name “the” government on which to place the blame. Nor does Leonard Silk 
really try to do so. One rather suspects that some harmed editor wrote the headline 
without reading the article too carefully. .. 

So we still have the question: “Why Stagnation?” It was raised and then 
dropped without any satisfactory answer in the 1930s. Reality is now posing 
it again. I think it is time to accept the challenge and resume the search for an 
answer. 

I think we will do well if we begin where Hansen began in the 1930s. The 
structure of the economy in both its corporate and its individual dimensions is_ 
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basically the sanie as it was a half century ago. Its saving potential is still 
enormous, and what changes have taken place have tended to make it greater 
rather than smaller in the intervening period. Corporate concentration has 
increased, and the distribution cf individual incomes remains highly unequal. 
Moreover, changes in the tax structure have been more and more favorable to 
the corporations and the rich. As always under such conditions, a strong and 
sustained investment performance is needed to prevent the economy from 
falling into stagnation. And that is precisely what has been missing for a long 
time now, and especially in the last few years. So the immediate cause of 
stagnation is the same now as it was in the 1930s—a strong propensity to 
save and a weak propensity to invest. 

Let me digress for a moment to point out that the fact that the overall 
performance of the economy in recent years has not been much worse than it 
actually has been, or as bad as it was in the 1930s, is largely owing to three 
causes: (1) the much greater role of government spending and government 
deficits; (2) the enormous growth of consumer debt, including residential 
mortgage debt, especially during the 1970s; and (3) the ballooning of the 
financial sector of the economy which, apart from the growth of debt as such, 
includes an explosion of all kinds of speculation, old and new, which in tum 
generates more than a mere trickledown of purchasing power into the “real” 
economy, mostly in the form of increased demand for luxury goods. These are 
important forces counteracting stagnation as. long as they last, but there is 
always the danger that if carried too far they will erupt in-an old-fashioned 
panic of a kind we haven’t seen since the 1929-33 period. 

So at bottom we are back where the debate of the 4930s left off: Why is the 
incentive to invest so weak? Hansen’s answers are, I think, a good deal less, not 
more, persuasive today than they were when he first advanced them. And surely 
no one can follow the Schumpeter line of blaming anti-business policies for 
discouraging. capitalists from investing in the years since the Second World War, 
least of all with an administration in power like the one we now have in 
Washington. We must look elsewhere. 

I suggest that the answer-is to be found in analyzing the long penod—— 
twenty-five years or. so—which followed the Second World War, during 
which we did not have a problem of stagnation. In fact during that time the 

„incentive to invest was strong and sustained, and the growth record of the 
-economy was perhaps the best for any comparable period in the history of 
capitalism.. Why? 

The reason, I think, is that the war altered the givens of the world economic 
situation in ways that enormously strengthened the incentive to invest. I list in very 
summary form the main factors: (1) the need to make good wartime damage; (2) 
the existence of a vast potential demand for goods and services the production of 
which had been eliminated or greatly reduced during the war (houses, 
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automobiles, appliances, etc.): a huge pool of purchasing power accumulated 
during the war by firms and individuals which ‘could be used ‘to transform 
potential demand into effective demand; (3) the establishment of U.S. global 
hegemony as a result of the ‘war: the U.S. ‘dollar became the basis of the 


international monetary system, prewar trade and currency- blocs were dismantled, 


` and the conditions for relatively free capital movements were created—all of which: 
__ served to fuel an enormous expansion of intemational trade; (4) civilian spin-offs 


from military technology, especially electronics and jet planes; and (5) the 
building up by the United States of a huge peacetime armaments industry, 
spurred on by major regional wars in Korea and Indochina. Very important but 
often overlooked is the fact that these changes were in due course reflected in a 
fundamental change in the business climate. The pessimism and caution left over 
from the 1930s were riot dissipated immediately, but when it became clear that 
the postwar boom had much deeper roots than merely repairing the damages and 
losses of the war itself, the mood changed into one of long-term optimism. A great 
investment boom in all the essential industries of a modem capitalist society was 


` triggered: steel, autos, energy, ship-building, heavy chemicals, and many more. 


Capacity was built up rapidly in all the leading capitalist countries and in’a few of 
the more advanced countries of the third world like Mexico, Brazil, India, and 
South Korea. . 

* In tracing the causes of the re-emergence of PEENTE in he 1970s, the 
crucial point to'keep in mind is that every one of the forces'which powered the 
long postwar expansion was, and was bound to be, self-limiting. This indeed 
is part of the very nature of investment: it not only responds to a demand, it 
also satisfies the demand. Wartime damage was repaired. Demand deferred 
during ‘the war was satisfied. The process’ of building up new industries 
(including a peacetime arms industry) ‘requires a-lot more investment than 
maintaining them. Expanding industrial capacity aways ends. up by 
creating overcapacity. ` ' 

“To put the point differently: a strong incentive to invest produces a Bait of 
investment which in turn undermines the incentive to invest. This is the secret of the 
long postwar: boom aiid of the retum of stagnation in the 1970s. As the: boom 
began to peter out, stagnation was fought off for some years by more and more debt 
creation, both national and international, more and more frantic speculation, more 
and more inflation. By now these palliatives have become more harmful than 
helpful, and to the problem of stagnation has been added that of a rapidly 
deteriorating financial situation. 

Does this mean that I am arguing or implying that stagnation has become a 
permanent state of affairs? Not at all. Some people—I think it would be fair to 
include Hansen in this category—thought that the stagnation of the 1930s was 
here to stay and that it could be overcome only by basic changes in the structure 
of the advanced capitalist economies. But, as experience demonstrated, they 
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were wrong, and a similar argument today could also prove wrong. I do not 
myself believe that a new war could have the same consequences as it did last 
time (or as it did on a lesser scale after the First World War). If a new war were 
big enough to have a major-impact on the economy, it would probably become a 
nuclear war, after which there might be little left to rebuild. But no one can say 
for.sure that there will never be other new powerful stimuli- to investment, such, 
for example, as were provided by the industrial revolution, the railroad, and the’ 
automobile in earlier times. What one can say, I think, is that nothing like that is 
visible on the horizon now. For those who understand this, the lesson is clear 
enough: rather than wait around for a miracle (or an irretrievable disaster), itis. 

‘high time to dedicate our thoughts and energizs to replacing the present 
economic system with one which operates to satisfy human needs and not as a 
mere byproduct of the presence or absence of investment opportunities attractive 
to a relative handful of socially irresponsible capital:sts. 

Let me close with a few remarks about the relevance of the foregoing analysis 
to a subject to which economists heve been devoting increasing attention in the 
last few years, i.e., whether or not the history of capitalism has been characterized 
by a long cycle of some fifty years’ duration (what Schumpeter called the 
Kondratieff cycle). First, we should be clear that :he issue here is not whether 
capitalist development takes place in an uneven fashion with periods of rapid 
expansion being succeeded by periods of slow (or even no) expansion and vice 
versa—what have often been referred to as long waves. The empirical existence 
of long waves in this sense is undeniable, and the ingenuity of statisticians 
operating with an almost infinite variety of possible statistical sources can be 
counted on to make out a case for a time sequence of accelerated and retarded 
growth rates compatible with the existence of an underlying cyclical mechanism. 

_ But compatibility with the existence of a cyclical mechanism is entirely different 
from proof of the existence of such a mechanism. The reason for our acceptance of 
the idea that relatively short cycles exist Ge., cvcles of less than ten years’ 
duration, Schumpeter’s Kitchin and Juglar cycles) is that the mechanisms at work 
can be elucidated analytically as well as verified empirically. The important point 
is to be able to demonstrate that the two basic phases of the cycle, expansion and 
contraction, can each be shown to contain the seeds of its opposite. This principle . 
lies at the care. of all modern business-cycle theories. To quote what was long a 
standard textbook on the subject: ; - 


Business cycles consist of recurring alternations of expansion and 
contraction in aggregate economic activity....[ he economy seems to be 
incapable of remaining on an even keel, and stad of expanding activity 
always and all too soon give way to declining production and employment. 
Further, and this is the essence of the problem, each upswing or 
downswing is self-reinforcing. It feeds on: icself and creates further 
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movement in the same direction; once begun, it persists in a given 
direction until forces accumulate to reverse the direction. (Robert A. 
Gerdon, Business Fluctuatioris, New York, 1952, 214) 


The key phrase is “until forces accumulate to reverse the direction.” This 
‘occurs in both the expansion and the contraction phases of the normal 
business cycle, but the symmetry breaks down when it comes to long waves. 
As we have already noted in the case of the long expansion following the 
Second World War, the reversal does indeed take place: it is the nature of an 
investment boom to exhaust itself. But it is equally clear from the experiences 
of the 1930s and the 1970s that the stagnation phase of a long wave does not 
generate any “forces of reversal.” If and when such forces do emerge, they 
originate not in the internal logic of the-economy but in the larger historical 
context. within which the economy functions. It was the Second World War 
that brought the stagnation of the 1930s to an end. We still do not-know what 
will bring the stagnation of the 1970s and 1980s to an end—or what kind of 
an end it will be, mat: 


i 
$ 


The democratic petty bourgeois, far from wanting to transform the whole 
society in the interests of the revolutionary proletarians, only aspire to make 
the existing society as tolerable for themselves as possible. ... The rule of 


` capital is to be further counteracted, partly by a curtailment of the right of 
inheritance, and partly: by-the transference of as much employment as possible 


to the state. As far as the workers are concerned one thing, above all, is 


definite: they are to remain wage labourers as before. However, the - 


democratic petty bourgeois want better wages and security for the workers; in 

short, they hope to bribe the workers .. 
Marx. & Engels, Address to the Central Committee of the Communist 
League (1850) 
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Robert Bone: and Richard Courage, The Muse in Beau ae 
~ American Creative Expression in Chicago, 1932-1950 (New Brunswick, 
NJ: Rutgers University Press, 2011), 336 pages, $29.95, paperback. 


‘. The late Robert Bone had a socialist background which impelled him to 
study African-American history and literature long before those. subjects 
became fashionable. From the 1950s on his pioneering work in this field 
“included The Negro Novel in America (1959) and Down Home: Origins of 
the Afro-American Short Story (1975). He had planned, and partially 
researched and wntten, a study of the Chicago African-American 
Renaissance of the 1930s and later. When his health began to fail, he gave 
his notes to Richard’ A. Courage, author of many articles on African- 
American narrative and visual arts. Courage completed Bone’s research, and 
the result is a compelling book which will be a standard in its field for many 
years to come. 

The Chicago Renaissance of the 1930s and later was every bit as 
interesting and important as the better known Harlem Renaissance of the 
1920s. It included novelists like Richard Wright, poets like Gwendolyn 
Brooks, and visual artists like the muralist Charles White,.as well as the 
dancer Katherine Dunham, the gospel singer Mahalia Jackson, and the future 
founder of the DuSable Museum of African American History, Margaret 
Burroughs. Like their Harlem counterparts, the Chicago group knew each 
other, helped each other, .and formed organizations to- connect their 
community and.gain patronage. - 

The book begins with the new black middle class that was helped by the 
work of Booker T. Washington and his friendship with Chicago millionaire 
Julius Rosenwald. They brought Charles S. Johnson to Chicago, who 
connected many strands of the black renaissance, and Robert Park, the white 
sociologist at the University of Chicago who. had many distinguished black 
students. Among them were St. Clair Drake and: Horace Cayton, authors of 


J. QUINN BRISBEN, who died on Apl 17, 2012, was an activist in the civil rights, peace, 
and disability rights movements. He was a public school teacher for thirty-two years, mostly in 
Chicago's inner city, ran as the Socialist Party's 1992 U.S. presidential candidate, and self- 
published a novel and three books of poetry. 
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Black Metropolis (1945), which was a study of the Chicago community in its 
days of prospenity.- 

The days of prosperity were over by the 1930s. The Binga Bank and 
other institutions that had supported an independent black community had 
failed. African-Anierican intellectuals got jobs wherever they could, mostly in 
the post office and the Chicago public schools, where prejudice was less 
rampant than in the white business community. In the late 1930s an 
astonishing variety of black writers worked: for the WPA Federal Writers 
Project, which produced numerous still useful local and regional guides. 
Black writers and artists also formed clubs to help each other and to connect ` 
with the larger community. ; 

Bone and Courage show the many links between the Harlem Ramdas 
and the later Chicago Renaissance and provide detailed criticism of the 
achievements of the latter group. The paintings of the group are showcased in 
dazzling color reproductions. Arna Bontemps’s stories, Richard Wright’s 
novel Native Son, the poetry of Margaret Walker and Gwendolyn Brooks, 
and the paintings of Archibald Motley and Charles Wright are valuable 
additions to the nation’s patrimony. 

One interesting aspect of the Harlem Renaissance is that many of its most 
important members and’ supporters were homosexual or bisexual. An 
interesting aspect of the Chicago Renaissance is that nearly all of its 
participants were persons of the left, many of them close to, or members of, 
the Communist Party. This led to their persecution in later years by the 
House Un-American Activities Committee and similar groups. Richard 
Wright made a memorable statement as to why he left the party, but he and 
others refused to betray their friends. Some ran into troublé when Chicago 
public schools required all teachers to sign a loyalty oath. Margaret Burroughs 
took a year off to go to Mexico while the heat was on, but most signed the 

oath with few qualms of conscience and were never investigated. 

Full disclosure: I was mentored by the late Robert Bone and my family 
provided house room to Richard Courage when he was completing research 
for the book. It is an excellent book, and I am proud.to have a small part in its 


creation. 
Dy 
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If you are trying to transform a brutalized society into one where people 
can live in dignity and hope, you begin with the empowering of the most 
paves You build from the ground up. 


—Adrienne Rich, “Going There 
and Being Here,” Blood, Bread id Poetry: Selected Prose, 1979-1985 


By any measure, Adrienne Rich lived’ an exemplary life. When she died 
last March 27, ‘aged eighty-two, she was acknowledged by many critics as 
perhaps this country’s foremost poet. But she was also a fully engaged radical, 
committed to battles against imperialism, the subjugation and exploitation of 
women, and oppression of any sort wherever she found it. Informed by those 
experiences, she was a lifelong socizlist. It was through this prism she lived her 
life, experienced growth, change, crisis—and flowered as a poet and essayist. 

When she entered Radcliffe College in 1947, she encountered a world 
quite different from this one. In the aftermath of the Second World War, old 
colonial empires appeared to be tottering; in the industrial West workers and 
people of color organized for change; and, in the wake of the war’s violence 
and the Depression that preceded it, the first glimmerings of the 
transformation of human relations could be seen. It was at Radcliffe that she. 
met the great literary historian Francis Otto Matthiessen who, as she said on 
the fiftieth anniversary of Monthly Review, “reminded us that there was a 
world outside of Cambridge and Harvard and Radcliffe, a world of war-torn, 
postwar Europe, in which many things might be possible, many great 
changes, and that these matters were of concern to us.” Rich was moved by 
Matthiessen’s radical sensibility, by his commitment to change the world as he 
saw it. Matthiessen, having provided the funds for the founding of MR had, 
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unknowningly, also contributed to the launch of Adrienne Rich’s life as writer 
and activist. Matthiessen, she said, “never let us forget that poetry lives in a 
social world.” She took every. course that Matthiessen offered, disabusing 
herself of the idea that imaginative literature could find validation only in some 
formal, self-referential aesthetic that lived outside the world of everyday life 


‘ and history—what was then the dominant reactionary view called the New 


Criticism. 

In the 1960s she, her facet! and their ie sons moved to New York, 
where she was immediately swept up in local and national civil rights 
struggles, the anti-Vienam War protests, and the emergent women’s 
movement. Always eager to address struggle personally, she taught in New 
York’s City University Seek for Education, Elevation, and Knowledge 
(SEEK) program, which aimed to prepare poor and working-class pupils for 
higher education, teaching them skills they had been denied by the de facto 
segregation of the academy. Unflinching in her examination, not only of the 
world around her, but also of her own life, by 1970 she ended her marriage 
and came out ‘as, a lesbian. Always an impassioned writer, she chronicled her 
evolution in an increasingly clear, assertive, and imaginative voice in‘ her = 
poems, some of which first appeared in Monthly Review. From 1976 on, she 
was the partner of the novelist Michelle Cliff. 

Rich’s essay “Compulsory Heterosexuality and Lesbian Paine? 
which was published in Signs in 1980 and included in the anthology Powers 
of Desire, edited by Marxist-feminists Ann Barr Snitow, Christine Stansell, 
and Sharon. Thompson (Monthly Review Press, -1983) became a defining ` 
work for feminist thought. For a number of years Rich carried on a © 
correspondence with Snitow, Stansell, and Thompson with regard to the 
issues raised in- her. essay ‘and’ later published excerpts from this’ 
correspondence when she reprinted the article in her prose collection, Blood, 
Bread and Poetry, in 1986. In that correspondence she presented her own, 
more universal version of what Marxists have sometimes called ' “false 
consciousness” or what she preferred to call “control of consciousness.” “My `` 
essay,” she wrote, “is founded on the belief that we all think fom within the 
limits of certain solipsisms—usually linked with: privilege, racial, cultural, and `- 
economic as well as sexual—which present themselves as ‘the universal,’ ‘the 
way things are,’ ‘all women,’ etc., etc. I wrote it equally out of the belief that 


‘ in becoming conscious of our zolini we have certain kinds of choices, that 


we can and must re-educate ourselves.” 


Throughout her writing life, Adrienne Rich’s vision of a better world was’ 


` clear. In her 2008 collection A Human Eye: Essays on Art in Society Rich 


claimed Che Guevara, Karl Marx, and Rosa Luxemburg as defining heroes. It 
did not matter if she was speaking to a room full of undergraduates or, having 
made the long painful climb up the hill to the Women’s Correctional Facility in 
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Bedford Hills, New York, to teach poetry to its inmates, Adrienne’s voice: was 
trenchant. So it was not surprising that when the commercial media ran obituaries 
. of her, they sanitized her life and work, giving more emphasis to her awards than 
her work, characterizing her as angry rather than radical. At MR however, we 

` preferred to hear her words: “Responsibility to yourself means refusing to let 
others do your thinking, talking, and naming for you; it means learning to respect 
and use your own brains and instincts; hence, grappling with’ hard work” (from 
“Claiming an Education,” 1977). 


In this issue we are reprinting Paul Sweezy’s article “Why Stagnation?,” 
first published in MR thirty years ago in June 1982 (onginally.a talk given to 
the Harvard Economics Club on March 22, 1982). We think that this talk, 
which could be described today as a classic, is a powerful commentary on our 
-present reality, and we hope will be of interest to a new generation... . 


J. Quinn Brisben, whose review appears in this issue of MR, died on 
April 17, 2012, at age 77. He ran as the Socialist Party USA candidate for 
President of the United States in the 1992 general election, and was a 
longtime activist and teacher. He was also a poet interested in cultural as well 
as political themes. In the 1990s he emerged as one of MR’s most treasured 
cultural and political reviewers, reviewing E.P. Thompson’s posthumous 
work ‘on William Blake (MR, September 1994), Roxanne Dunbar Onitz’s 
Red Dirt (MR, December 1997), along with reviews of a number of other 
books. His ‘review, “Breaking the Mind-Forg’d Manacles,” of Thompson’s 
book on Blake captured many of the lyrical qualities of Blake as well as 
Thompson’s own indelible style, while Brisben offered something all his own. 
As he wrote: “To break ‘the mind-forg’d mancles’ which enslave us to state or 
church, economic despotism or lying media, we need hallowed slogans 
affirming our ancient rights, great tales of heroic vision and resistance, a 
precise and evocative language in which to express our anger and desire, the 
whole extent of that lovely oxymoron ‘revolutionary tradition,” 


4 a 
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It provided prisoner labour to private parties, such as plantation owners 
and corporations but corruption, lack of accountability and racial violence 
resulted in one of the harshest and most exploitative labour systems known in 
American history. 

Louisiana is the world's -prison capital; the state ee more of its 
people, than any of the other state of the Union. 

That state is the most-glaring example of how the US prison system 
policies have failed and it also is a showcase of how private prisons do not 
serve the public interest. It also shows how mass incarceration is an 
abomination of justice and civility that creates a-long term crisis. 

‘The New Orleans Times-Picayune published that the very people 
entrusted to enforce the law in the state have deep financial ties to the for 
profit prisons, which house a majority of all Louisiana inmates.. 

"You have people who are so invested in maintaining the present system, 
not just the sheriffs, but judges, prosecutors, and many other people who have 
links to it," said Burk Foster, a former professor . at the University of 
Louisiana in Lafayette and an expert’on Louisiana prisons. 

He added: "They don't want to see the prison system get smaller or. the 
‘number of people in custody reduced, even though the crime rate is down, 
because the good old boys are all linked together in a punishment network, 
which is good for them financially and politically." 

The $182 million private prison industry in Louisiana flourishes- Koi a 
system full with conflicts of interest and unjust abusive practices. 

One in 86 Louisiana adults is in the prison system, which is nearly aie . 
the national average and more than 50 percent of Louisiana's inmates are in - 
local “prisons, which is more than any. other state. The next highest state is 
Kentucky at 33 percent. The national average is only 5 percent. 

Louisiana leads the nation in the percentage of its prisoners serving life _ 
sentence without parole and spends less on local inmates than any other state. 

Nearly two-thirds of Louisiana's prisoners are-non-violent offenders: The 
national average is less than half. This has meant that Louisiana has some of 
the stiffest santencing guidelines in the entire country. 

‘There is another problem with this morally offensive system, prisoners who 
wind up in these for profit jails, where many of the inmates are short-timers, 
get fewer rehabilitative services than those in state institutions. 
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According to The Times-Picayune: “In five years, about half of the state's 
ex-convicts end up behind bars again.” 

Furthermore, the more money the‘state spends on incarceration, the less it 
can spend on preventive measures like education. E 

. According to Education Week's State Report Cards, E was one 
of three states to receive a rating of "bad" in education achievement in 201]. 

In the early 1990s, the state was under a federal court order to reduce 

_ overcrowding, but instead of releasing prisoners or loosening sentencing 
guidelines; the state bet it all in building more private ‘prisons and instead 
encouraged sheriffs to pay for private prison construction. 

In return, they would, enjoy a cut of all future profits. "The financial 
incentives were so sweet, and the corrections jobs so sought after, that new 
prisons sprouted up all over rural Louisiana” says The Picayune newspaper. 

Two decades later, this now-entrenched private prison system has helped _ 
to double Louisiana's prison population. In fact, the state wins the distinction 
of i imprisoning more of i its residents than any other legal Taneciehion on the 
planet. 

Despite Louisiana EA the Highest murder rate in the country, it 
surprisingly has a much lower percentage òf people incarcerated for violent 
offences when compared to the national average, and a much higher 
percentage behind bars for drug offences when compared to the national 

` average. 

Why? Because yole eimina like murderers, rapists, amed robbers, 
get sent to state prisons, whereas the non-violent offenders are housed at 
private for profit prisons. The sheriffs therefore, have a. financial incentive to 
fiad: and charge more non-violent offenders. 

But the profiteering goes even beyond the sheriffs. One ae of that 
newspaper ‘describes the entire .corrupt ee system as being i in on "the 


ee take". 


` Non violent criminals, will get sent to a nak prison aaiae they will do 
‘Tittle more than sit in an overcrowded 80 men cell for months or years, gaining 
no skills that- might prepare them to qualify for a good job upon release. .” 
_. On their release date, they will enter the community with a criminal record 
. and-no new vocational skills, making it virtually impossible to find a job in the 
. outside, this, helps to ensure they return as repeat offenders, says Charles M. 
: -Blow from The New ae Times. = 


aS 
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_continued from inside front cover 
__ swindling. : 

On June 4th.a PTI s story eds ‘quoling , Shashi Fadl that | 
Gupta's "accomplishments ... cannot be taken away even if he has made a - 
mistake." Shashi Tharoor! The article failed to remind the reader how . 
Tharoor's own career suffered a bit of a tumble in a stinking fog of allegations - 
_ of corruption and "insider trading." The shameless Tharoor went on to point 
"with pride how the trial demonstrated that "Indian-Americans had arrived in 
` every respect" in the United States. "We should see this (Gupta's case) as an 

indication of the extent to which we are seeing the Indian-American 
community fully engaged in all aspects of American life, for good or for . 
bad... n . 
_ For those so trained to the adoration of the "free market" swindlers that 
they can swallow without gagging even Tharoor's ("for good or for bad”) l 
enthusiasm for all things "American" there is yet more to come, what our 
` mass media delights to call "Louisiana's Indian-American governor Bobby 
Jindal." On June 8th Jindal attacked the Obama administration, which has 
obeyed the dictates of the bankers and the military-intelligence complex in 
every particular, for being too liberal. "The Obama administration is at the 
nexus of liberalism and incompetence and together that's a deadly 
combination," he is quoted as saying. l - 

Speaking of "a deadly combination" recall the poor and black inhabitants 
` of New Orleans, Louisiana, left to rot and die on the roofs of their hovels in 
the floods of hurricane Katrina, or to be murdered in attempting to flee their — 


doom over the one bridge offering a way out. Remember that the "land of — ~ 


freedom" imprisons a larger percent of its population than any other nation in’ 
the world, and that Louisiana "leads" with the highest percentage of i its j 
population in jail of all fifty states. 

We recommend to your attention the following Prensa Latina News 
Agency account of what is actually on offer from that corner of the "land of 
` freedom and opportunity" that we know as "Indian-American governor 
_ Bobby Jindal's" paradise of Louisiana. 


Prison Slavery by another Namei in United States 
_ By Silvio Gonzalez 
Convict leasing, was a system of force penal labour practiced in the 
deep south of United States that began with the emancipation of slaves at 
the end of the American Civil-War in 1865, and it was suppose to end in 
Alabama in 1928, but until today it still prevails in Louisiana.. 
i continued on page 63 
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Introduction to Special Issue on the 


_ Critique of Economics 

Fifty years ago this month two chapters, “The Giant Corporation” and 
“On the Quality of Monopoly Capitalist Society—I,” of Paul Baran and 
Paul Sweezy’s then forthcoming book, Monopoly Capital, were published in 
a special issue of Monthly Review.’ Among the other chapters in rough draft 
form by the end of 1962 were “Some Implications for Economic Theory” 
(later to be re-entitled “Some Theoretical Implications”) and “On the 
Quality of Monopoly Capitalist Society—II.” However, Baran’s death in 
March 1964, before the book was finished, left some unresolved questions 
with regard to these chapters. Consequently, Sweezy decided to leave these 
two chapters out of the book when it was finally published in 1966. 

. This special issue of Monthly Review is organized around the publication 
of one of these missing chapters of Monopoly Capital: “Some Theoretical 
Implications.” The story associated with it is told in John Beliamy Foster's 
introduction. Fifty years after it was first drafted we believe this chapter, which 
engages in a critique of orthodox economic theory and presents a radical 
extension of Marxian‘economic theory, is even more important than when it 
was written. It provides vital insights into the growing irrationality and waste 
of monopoly capitalist society and provides a powerful critique of received 
economics on that basis. 

To complement this missing chapter of Monopoly Capital in this issue we 
asked four leading figures in Marxian and heterodox political economy to 
wnite articles in the critical spirit of Monopoly Capital. 

Samir Amin, in his article “The Surplus in Monopoly Capitalism and the 
Imperial Rent,” writes of the enormous extension of Department III expenditures 
(the residual after investment goods and wage goods) in the center economies of 
the world capitalist system, and explains how this is fed in part by the growing 
imperial rent extracted from the periphery. 

John Smith scrutinizes “The GDP Íllusion” from the standpoint of the 
critique of imperialism, explaining that much of what is counted as “value 
added” and included in the GDP of the rich countries of the center of global 
capitalism is in reality “value captured” from the periphery. He demonstrates 
this by analyzing the global production and’ profits associated with various 
goods from iPods to T-shirts. l 

Nina Shapłro’s article, “Keynes, Steindl, and the Critique of Austenty - 
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Economics,” focuses on the critique of today’s austerity economics from the 
standpoint of Josef Steindl, the author of Maturity and Stagnation in 
American Capitalism (a work that directly inspired Monopoly Capital).? She 
explores. what Steindi} called “the return of the Bourbons”—that is, the 
counterrevolution in economics and the return to pre-Keynesian notions of a 
self-regulating market—in order to highlight the extreme irrationality of 
current economic policy.* 

Howard J. Sherman, who wrote a review of “Monopoly Capital” for the. 
American Economic Review in 1966, has contributed a short piece entitled 
“The Two Pauls.”4 In it he relates some of his memories of Baran and 
Sweezy. 

Our current plan is to follow up this issue by publishing next year the 
second of the two missing chapters of Monopoly Capital—“On the Quality of 
Monopoly Capitalist Society—II”—dealing with culture, communications, 
and mental health. l 

—THE EDITORS 


Notes 


1. In our discussion here we have used the origmal title “On the Quafity of Monopoly Capitalist Society—I" in 
referring to the first of these chapters. This was the planned book title for that chapter. However, when it was 
later published as a chapter of Monopoly Capital the Roman numeral | was dropped. This was because “On the 

. Quality of Monopoly Capitalist Sociaty—li,” which was originally meant to follow it, was left out of the 
published volume. 

2. Joseph Steindl, Maturity and Stagnation in the American Economy (New York: Monthly Review Press, 1976). 

3. Josef Steindl, “Reflections on the Present State of Economics,” Monthly Review 36, no. 9 (February 1985): 35. 

4. Howard J. Sharman, review of “Monopoly Capital,” American Economic Review 56, no. 4 (September 1966): 
919-21. 


The cancerous malaise of monopoly capitalism is not that it “happens” to 
squander a large part of its resources on the production of means of 
destruction, that it “happens” to allow corporations to engage in liminal and 
subliminal advertising, in peddling adulterated products, and in inundating 
human life with moronizing entertainment, commercialized religion, and 
debased “culture.”. The cancerous malaise of the system which renders it a 
formidable obstacle. to human advancement, is that all this is not an 
assortment of fortuitously appearing attributes of the capitalist order, but the’ 
vary basis of its existence and viability. 

Paul A. Baran, The Political Economy of Growth 
(New York: Monthly Review Press, 1957, 1962) 
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+ A Missing Chapter of Monopoly Capital 
Introduction to Baran and Sweezy’s “Some Theoretical 
Implications” 


John Bellamy Foster 


Monopoly Capital: An Essay on the American Economic and Social Order 
by Paul A. Baran and Paul M. Sweezy, published in 1966, is one of the 
foundational works in the development of Marxian political economy in the 
United States and indeed the world, and is today recognized as a classic, 
having generated more than four-and-a-half decades of research and debate. 
The completion of the book, however, was deeply affected by Baran’s death, 
on March 26, 1964, two years before the final manuscript was prepared. 
Although all of the chapters were drafted in at least rough form and had been 
discussed a number of times the authors had not mutually worked out to their’ 
complete satisfaction certain crucial problems. Consequently, two chapters ' 
were left out of the final work. As Sweezy wrote in the preface to the book: 


my Though Baran never saw the final form of the manuscript which went to 
the typist and the printer, I must emphasize that this in no way diminishes 
the joint character of the book. The ideas and the structure we worked out 
in a continuous interchange beginning long before the first outline was set 
down on paper. Whatever was drafted by one of us was criticized at length 
by the other, and in most cases redrafted and recriticized more than once. 
Everything now in the book had been through this process before Baran’s 
death. Apart from putting the entire manuscript in finished form, the only 
thing I have done has been to leave out what would have been two 
additional chapters. This material was in rough draft at the time of his 
death, but in each case one or the other of us had raised important 
questions which still remained to be discussed and resolved. Since neither 
chapter was essential to the theme of the essay as a whole, the best solution 
seemed to be to omit them altogether. I reached this conélusion the more 
easily since even without these chapters the book turned out to be longer 
than I had expected or we had originally intended.’ 


Sweezy did not refer in the preface to Monopoly Capital to the titles and 
contents of those two missing “additional chapters” in “rough draft” form, nor 
did he, to my knowledge, refer to them explicitly in any subsequent writings or 
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on any occasion after that. What then were the missing chapters? Fifty years 
‘ago this month, in the July-August 1962 issue of Monthly Review, Baran 
and Sweezy published early versions of two of the chapters of the book. An 
introduction to that issue provided a draft table of contents of the book as a - 
whole: 

Introduction 

The Giant Corporation 

The Tendency of Surplus to Rise 

The Problem of Surplus Absorption: Consumption and Investment 

The Problem of Surplus Absorption: The Sales Effort 

The Problem of Surplus Absorption: Government Spending 

The Problem of Surplus Absorption: Militarism and Imperialism 

On the Recent History of Monopoly Capitalism 

Some Implications for Economic Theory 

On the Quality of Monopoly Capitalist Society—I 

On the Quality of Monopoly Capitalist Society—II 

The Irrational System 

Comparison with the final contents of the book indicates that the chapter 
labeled “Some Implications for Economic Theory” was not included in the 
published version, and there- was only one instead of two chapters entitled 
“On the Quality of Monopoly Capitalist Society.” There was also an 
additional chapter in the published book, not in the 1962 provisional table of 
contents, entitled, “Monopoly Capitalism and Race Relations.” 

What happened to these two missing chapters—“Some Implications for 
Economic Theory” and presumably “On the Quality of Monopoly Capitalist 
Society—I]”—remained for many years a mystery. In the early 1980s when I was 
working on my doctoral dissertation, later published as The Theory of Monopoly 
Capitalism: An Elaboration of Marxian Political Economy, and was editing, with 
Henryk Szlajfer, The Faltering Economy: The Problem of Accumulation Under 
Monopoly Capitalism, the topic of the missing chapters arose.? Sweezy was 
reticent and circumspect on the subject, neither referring to the actual titles of the 
missing chapters nor to their specific contents, and | did not press him on this. But 
I have good reason to believe that his attitude was similar to that of Marx and 
Engels with respect to The German Ideology; that these chapters were left to the 
“gnawing criticism of the mice.” I was left with the impression that he no longer 
knew where these rough draft chapters were in his papers, and indeed that they 
could be missing altogether. Over the next two decades he raised a number of 
times with me the question of whether there should be a new edition of Monopoly 
Capital (deciding each time to leave the book in its original form). But the issue of 
the missing chapters was never a part of these discussions, and it never occurred to 
me to raise the question. The central issue by then had switched to the role of 
finance, and whether a new edition of the book might address what he regarded as 


4 ANALYTICAL MONTHLY REVIEW/ JULY-AUGUST 2012 


A MISSING CHAPTER OF MONOPOLY CATAL 


a serious shortcoming in that respect. 

About the time of Sweezy’s death in 2004, the Baran papers, previously 
loaned by Sweezy to Russell Jacoby, who had long been considering wnting a 
biography of Baran, came to me in my capacity as co-editor of Monthly 
Review. Meanwhile, Sweezy’s collection of manuscnpts, notes, and 
correspondence: was deposited in the Modern Books and Manuscripts 
Collection of the Houghton Library at Harvard University. I looked through 
Baran’s papers for the chapter on “Some Implications for Economic 
Theory”—which was the inissing chapter that chiefly interested me at the 
time—but found no sign of it, and once again put the matter to rest. 

But in July 2011 Sweezy’s daughter, Martha Sweezy, and I were 
discussing a question related to his papers. I asked her offhand if she had any 
knowledge of this missing chapter. Martha immediately wrote to the 
Houghton Library at Harvard, where she obtained the help of Heather G. 
Cole, an assistant curator of modern books and manuscripts, who has been 
handling the collection that includes the Sweezy papers. At first all that was 
found were scattered references to the missing chapter on theory under various 
titles (such as “Some Ramifications”). But then to our great surprise Cole 
located both of the missing chapters each in a separate envelope. One 
envelope was labeled “Theoretical Implications” in Sweezy’s handwriting. 
She made the contents of the two envelopes of the missing chapters available 
to us in August 2011, including Sweezy’s important March 2, 1964, letter 
on suggested changes to the “Theoretical Implications” chapter. With the 
clues that these manuscripts provided I was able to locate an earlier draft of 
the “On the Quality of Monopoly Capitalist Society—II” chapter (with 
handwniten edits) in Baran’s papers. I was also able to discern the meaning 
and significance of some of the correspondence between Baran and Sweezy in 
the weeks prior to Baran’s death, which had hitherto been somewhat of a 
puzzle, since the letters had dealt with questions related to the missing chapter 
on theory. , 

Both chapters left’ out of the book were chapters that Baran was 
principally responsible for drafting. The chapter, “On the Quality of 
Monopoly Capitalist Society—II,” which would, in the final plan of the book 
(prior to Baran’s death) have been chapter 12, appeared to be in more or less 
complete, ‘intact form, although Baran indicated in a February 25, 1964, 
letter to Sweezy that he planned to work on it that April. Both a “final” 
version and an earlier hand-edited version exist. This chapter, which deals 
with culture, communications, and mental health, will be published in 
Monthly Review next year. 

What was to have been chapter 10, “Some Theoretical Implications,” was 
in a more confused state. There existed a full draft of the chapter (then 
entitled “A Conceptual Interlude”) with handwritten edits made by Sweezy 
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on his first reading in early December 1962, coupled with a few edits from his 
second reading completed by the beginning of March 1964. There was also a 
much shorter, incomplete typescript, incorporating some of these edits as well 
as hew material. 

On December 5, 1962, Sweezy sent Baran by special delivery the “On 
the Quality of Monopoly Capitalist Society—II” chapter with his handwritten 
edits on the manuscript. In an accompanying letter he provided some detailed 
comments on that chapter together with specific comments on his first reading 
of the “Theoretical Implications” chapter. He did not, however, send back the 
latter draft chapter with his edits at that time, intending to go over it again, 
which he completed only at the beginning of March 1964, the month Baran 

died. 
‘The fifteen month ‘delay between Sweezy’ s initial comments on the 
“Theoretical Implications” chapter in December 1962 and his complete set of 
comments in March 1964 had to do with two considerations: (1) they were 
both occupied with other chapters at the time, and (2) it was agreed that this 
particular chapter, since it dealt with the deeper conceptual structure of the 
book, and had been written before most of the other chapters (most notably 
chapter 5 to which it was closely connected), would have to be reworked more 
extensively than most and that this would need to be left to the end. As 
Sweezy wrote on December 5, 1962, with respect to the “Theoretical 
Implications” chapter: 


As you will gather, I think there is a lot of work to be done on this one, 
and the question arises as to procedure. Do you want to leave it until you 
finish up QoS (2) (“Quality of Monopoly Capitalist Society—II”] and 
IS (“The Irrational System”] and then return to this (and 5) [“The 
Absorption of Surplus: The Sales Effort”}? Or do you think it would 
expedite matters if I work on it after I get done with 4 [“The Absorption 
of Surplus: Capitalists’ Consumption and Investment”], 6 [“The 
Absorption of Surplus: Civilian Government”], 7 [The Absorption of 
Surplus: Militarism and Imperialism” J], and 8 [“On the History of 
Monopoly Capitalism”]> It is ‘your’ chapter, so to speak, so you have to 
make the decision. 


Baran replied immediately in a letter on peaks: 7: 


I had a gnawing suspicion that Chapters 5 and 9 are in need of thorough 
redoing, both in the light of the material that has been written since as well 
as in view of various thoughts that have come up since they were done. But 
like an ostrich sticking its head into sand and believing that it cannot be . 
seen, I pushed those thoughts aside and never looked at the stuff in the 
hope (fear) to return to it after everything else is done. I would still prefer 
to finish QoS II and to draft IS before turning back to the earlier material 
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[“The Sales Effort” and “Theoretical Implications”]. This obviously does 
not mean at all that you could not or should not do with it anything you 
want as soon as you get around to it. Since time is of the essence, it would 
certainly be excellent if you got to these chapters before I do; I will 
concentrate now on the job in hand and then work intensively on the 
preceding chapters while you go over the remainder of QoS II and IS. 


On February 25, 1964, Baran was finishing up revisions to “The Sales 
Effort” chapter and asked Sweezy for his comments on what was then 
referred to as the “Conceptual Implications” chapter so that he could finish 
the work on that. On March 2 Sweezy in Larchmont, New York, sent Baran, 
in Palo Alto, California a special delivery package containing the manuscript 
of that chapter with the corrections and comments from two separate readings 
of it and a lengthy letter about theoretical issues related to the chapter. Baran 
replied on March 2, and again on March 3, Sweezy wrote back on March 4, 
Baran responded on March 5 (also enclosing his final revisions of Chapter 5 
on “The Sales Effort”), followed by Sweezy’s final letter-to Baran on March 
7. On March 9, Baran started a letter, written as he said “for the purpose of 
Selbstverstandigung [self-understanding].”* This letter was a page-and-a-half 
long, typed, single-spaced, but was left unfinished, stopping mid-sentence. It 
was found on Baran’s desk at the time of his death. 

On March 22, Baran wrote to Beatrice and Harry Magdoff: “As to my 
plans for the coming academic year. Right now I am revising earlier chapters 
of the Monocap book. On the whole the Ms. is finished, but there is still an 
awful lot of fixing to do, and I am now occupied with my own scribbling, not 
yet with what my partner has done. I have set myself as an irrevocable 
deadline to have the whole mess out of my hands, my mind and my life by the 
end of this summer. If all goes well, I should be done with it by the end of 
July.” Four days later Baran, still recovering from a bout of the flu, went with 
some reluctance, considering his health, to dine at the house of Leo 
Lowenthal, an old frend from Baran’s days at the Frankfurt Institute for 
Social Research in pre-Hitler Germany. He was having a brandy while 
looking at the just published book, One Dimensional Man, written by another 
close friend and Frankfurt School colleague, Herbert Marcuse, and was 
struck by a massive heart attack. He died that night in the hospital.® 

Sweezy was to have arrived a few days later at the end of March to discuss 
their unfinished book, and particularly the “Some Theoretical Implications” 
chapter. Presumably they would have talked some of the remaining issues out. 
In the end, he put together the book, destined to be a classic, while 
deemphasizing the fact that the book was in certain important respects 
unfinished from the standpoint of the authors’ original intentions. 

In addition to the forty-two page hand-edited typescript of the missing 
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theoretical chapter (entitled “A (Conceptual Interlude”) the extant 
manuscripts include a nineteen-page typescript consisting of section | and 
part of section 2 (entitled “Some Theoretical Implications”) in which 
Sweezy’s handwritten edits to the earlier forty-two-page version had been 
entered, with new content added near the end. It seems clear that Baran 
prepared this shorter, more finished typescript—a substantially rewritten 
version of the early parts of the chapter—in the little more than two weeks 
before his death following their correspondence on the chapter that ended on 
March 9.° The new version dealt with all of the issues addressed in Sweezy’s 
March.2 letter (up to the point where the manuscript ended), while closely 
paralleling Baran’s own thinking and language, including numerous specific 
points that he had expressed in their final correspondence. There is no extant 
record on what Sweezy thought of this partial, revised manuscnpt. We can 
presume, however, that it expressed their combined views. 

Since Baran died before he could revise the later parts of the chapter (part of 
section 2 and sections 3 and 4)—and prior to what would surely have been 
intensive discussions of it at the end of March when Sweezy was scheduled to 
arrive in Palo Alto—their final exchanges on it take on great importance. We are 
therefore publishing what we are calling the “Last Letters” here as well to 
supplement “Some Theoretical Implications.” 

It is this set of materials—the two extant versions plus the comments, edits, 
and letters—that together form the basis for this version of the chapter. The 
nineteen-page, more polished manuscript (“Some Theoretical Implications”) is 
used for the beginning, after which the earlier hand-edited version (“A 
Conceptual Interlude”) is used. All of Sweezy’s definite edits and corrections 
have been entered (with only two significant exceptions, which are noted). Where 
unresolved issues remained for the two authors this is indicated in the editor’s 
notes to “Some Theoretical Implications” and the “Last Letters” or in this 
introduction. The “Last Letters” provide deeper theoretical insights into the 
chapter, and particularly its final section 4, and therefore can be considered an 
integral part of the whole. 


The Argument 

Monopoly Capital begins with a criticism of social science—both 
bourgeois and Marxian. In the case of bourgeois social science Baran and 
Sweezy pointed to the paradox “of more and better trained social scientists 
failing ever more glaringly to explain social reality,” Narrow specialization 
and a proclivity for avoiding the big truths means that “bourgeois social 
science has abdicated all responsibility. "7 It had long since departed from 
Hegel’s dictum that “the truth is the whole” and no longer attempted to 
understand the social order in its entirety.® 

In contrast, “the stagnation of Marxian social science, its lagging vitality and 
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fruitfulness,” had different causes, and could be traced to a significant extent to 
the fact that “the Mandan analysis of capitalism still rests in the final analysis on 
the assumption of a competitive economy.”® It was the failure of Marxian 
theory—despite the brilliant start made by such theorists as Hilferding and 
Lenin—to explore thé theoretical implications of the transition from competitive 
to monopoly capitalism, i.e., the growth of an economy dominated by giant 
corporations, which was then the key factor in the decreasing relevance of the 
Marxian cnitique. 

However, rather than pursuing the issue of the theoretical shortcomings of 
social science, Baran and Sweezy went on in their book to provide an analysis 
of monopoly capital’s laws of motion, including their famous descriptions of the 
tendency of the surplus to rise, and of the various ways the problem of surplus 
absorption manifested itself with respect to capitalist consumption and 
investment, the sales effort, civilian government spending, and militarism and 
imperialism. Their conclusion was that the “normal state” of monopoly 
capitalism was stagnation, i.e, a condition of slow growth, rising 
unemployment, and excess capacity—countered in part by expanding waste and 
irrationality. A chapter “On the History of Monopoly Capitalism” showed the 
relation of these tendencies to developments earlier in the twentieth century. 

It was following all of this that the chapter on “Some Theoretical 
Implications” was to have appeared, returning to the issue of the stagnation of 
social science, both bourgeois and Marxian, with the focus particularly on 
economic analysis. The chapter was also meant to hammer home the irrationality 
of the system of monopoly capital, thus setting up the remaining chapters, which 
would deal with the wider sociological implications, culminating in the 
description of “The Irrational System” at the end. Most importantly, the chapter 
was to have provided the core theoretical basis of the concept of economic 
surplus, relating it to the value of labor power and real wages, i.e., to the 
Marxian theory of exploitation. 

“Some Theoretical Implications” commenced with a critique of bourgeois 
economics for its escape from reality. This was attributed not simply to 
subjective factors but to the growth of monopoly capitalism itself. Marx had 
attnbuted the shift to apologetics in bourgeois economics beginning in the 
1830s to the bourgeois conquest of the state and the increasing polarization 
between the capitalist class and the working class. Baran and Sweezy, however, 
argued that Marx was looking at the precursors of what was to prove to be a 
larger development. The real shift towards apologetics associated with the rise of 
marginalist economics, they claimed, could be seen as emerging beginning in the 
1870s. This was related to the transition of the capitalist system from a 
relatively progressive competitive stage to a retrograde monopoly stage. The 
contradiction between the growing potential to meet human needs through the 
development of the forces of production and the actual stagnation in the 
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relations of production of the monopoly capitalist system engendered an impasse 
that was ever more irrational and destructive. As Baran had written in The 
Political Economy of Growth, “And yet such is the dialectiċ of the historical 
process that within the framework of monopoly capitalism the most abominable, 
the most destructive features of the capitalist order become the very foundations 
of its continuing existence—just as slavery was the conditio sine qua non of its - 
emergence.”"° 

Hence in the monopoly stage the “commitment” of the economics discipline 
“to defend a retrograde system,” Baran and Sweezy argued in- “Some 
Theoretical Implications,” became “an insuperable obstacle to rational thought.” 
This meant that all systematic consideration of the emergence of monopoly capital 
even as to its existence, let alone its causal consequences, was necessanly placed 
out of bounds for liberal economics. If, as Marx said, the “nectar of progress” was 
drunk from the “skulls of the slain,” these skulls had, arguably, mounted even 
faster under monopoly capitalism than in the period of capitalism’s “greatest 
rapacity.” 

Bourgeois thought in general, they explained, had historically relied on the 
notion of the autonomous individual. Drawing on C.B. Macpherson’s recently 
published Political Theory of Possessive Individualism, Baran (in his final 
revisions to the chapter) pointed to how this outlook arose in the early bourgeois 
revolution in the work of figures like Hobbes, Locke, Hume, and Voltaire. The 
notion of the autonomous individual driven by acquisitive appetites was crucial 
in the attempt to justify a society that purported to develop in service of the 
needs and wants of the individual. Such a justification naturally demanded that 
the economy and society not be seen as governing the individual, determining 
the consumer's “revealed preferences,” since in that case it would constitute a 
circular argument, undermining its apologetic purpose. Yet, circularity of this 
sort was impossible to avoid in a system of apologetics that had entirely severed 
its last remaining links to realism—propounding the notion of consumer 
sovereignty under conditions of monopoly capitalism where corporations 
artificially generated wants. 

In fact, so absurd did the concept of the autonomous individual as the 
basis of the structure of the modern economy become under monopoly 
capitalism, Baran and Sweezy argued, that bourgeois economics was forced to 
go even further down the road to make-believe and substitute the notion of the 
“rational” individual, whose actual existence is regarded ex hypothesi as 
irrelevant. Evermore far-fetched and extreme notions of “rationalization” as 
the basis for economic models were the result. In the work of Lionel Robbins 
at the London School of Economics (a close associate of Hayek and a 
forerunner of neoliberalism) and George Stigler (of the Chicago School) all 
historical specificity of economics was cast out and it was reformulated as a 
permanent, transhistorical set of relations based on abstract rationality. 
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In this approach, Baran and Sweezy insisted, the individual was simply a 
monad of “rational behavior,” representing an “absolute standard of 
perfection independent of time and space.” In this way they anticipated nearly 
half a century ago the extreme shift of orthodox economics towards what was 
to be called “rational expectations” or what John Cassidy has aptly dubbed 
“rational irrationality.”’? No longer trying to maintain even a remote relation 
to reality in the age of monopoly capital, bourgeois economics chose 
rationalized irrealism, the philosophy of the self-regulating market, backed up 
by evermore arcane economic models. Having declared reality irrelevant, 
orthodox economists not ineffectively carried out their role of defending a 
system that, on anything remotely like realistic assumptions, was clearly and 
irredeemably flawed. 

A case in point is Stigler’s contention that ° ‘The professional study of 
economics makes one politically conservative’—a proposition that, as one 
mainstream economist has recently indicated, “could be translated as saying 
that acquiring the intellectual values of a professional economist (valuing 
rigorous theory based on precise assumptions about rational individuals who 
compete with each other)” leads to “conclusions that are favourable to free 
markets.”'* The verdict here, however, is contained in the unrealistic 
assumptions themselves—a circular reasoning that deliberately excludes all 
meaningful questions of class, power, inequality, monopoly, the state, 
historical change, uncertainty, etc. It was the virtue of Baran and Sweezy’s 
critique to show almost five decades ago that this was the absurd result toward 
which economic orthodoxy was headed, as a result of its own apologetic- logic 
in an age of increasing irrationality. 

The result was the impending collapse of any meaningful holistic 
perspective within orthodox economics, even as its knowledge of some of the 
more technical aspects of the economic process continued to expand. Such 
prevailing notions as consumer sovereignty, the rationality of production, a 
smooth-operating price mechanism, the functionality of profits, the centrality 
of investment, the possibility for meaningful social reform, etc., all crumbled, 
along with the belief in competition itself, with the advent of the monopoly 
capitalist order. 

If bourgeois thought had abdicated its responsibility to address the reality of 
capitalism the same could not be said of Marxian political economy. For Baran 
and Sweezy “it constituted the only basis from which it is possible to visualize 
the overall function of the ‘corporate system.” But Marxian economic theory 
desperately needed to be updated in order to address the changes in 
accumulation wrought by monopoly capitalism. This involved introducing the 
concept of economic surplus, or simply surplus (.e., “the difference between 
total social output and the socially necessary costs of producing it”), as a 
category supplementing Marx’s surplus value." In this perspective, the surplus 
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category was a convenient device to raise issues not easily analyzed in terms of 
the surplus value, which remained nonetheless the base concept. 

Having declared their intention to address this problem explicitly, Baran 
and Sweezy provided an extraordinary “thumbnail sketch?” of the most 
important aspects of Marx’s surplus value concept, including, most crucially, 
the value of labor power. For Marx, writing in the era of competitive 
capitalism, the value of labor power, corresponding to the basic basket of 
commodities socially necessary to reproduce labor power (not just biologically 
but socially and productively), was at any given lime an irreducible minimum, 
below which. labor power and its availability in the quantity and quality 
needed would be impaired. 

Like Marx, Baran and Sweezy contended that the value of labor power 
was composed of both biological and social-historical elements.” The 
existence of an irreducible minimum did not mean that labor could not be 
paid, as Marx himself had argued, for considerable periods of time at rates 
below (or above) the value of labor power. But wage payments below this 
level had detrimental effects both on labor and on the reproduction of capital,’ 
and could not be sustained for long periods of time for most workers without 
reducing the supply of labor power. 

Marx’s argument was developed specifically in relation to the, freely 
competitive capitalism of his time. In contrast, under monopoly capitalism, 
Baran and Sweezy argued, “the value of labor power ceases to be an 
irreducible magnitude; it becomes rather a flexible quantity susceptible to 
significant variations. Monopolistic profits can be earned ‘under such 
circumstances not merely by the monopolists redistributing the aggregate 
surplus value in their favor, but by increasing what is appropriated by the 
capitalist class beyond the surplus value aggregate by means of a price policy 
that reduces the real wages of labor.” This becomes possible because under 
monopoly capital, wages for considerable periods of time (and presumably in 
the monopoly sector) are able to rise above the value of labor power. In 
essence, workers (or some relatively privileged sectors within countries, or 
continents) are able for a period of time at least to capture a portion of surplus 
in their wages. With wages above the value of labor power workers are 
vulnerable in a new way to deductions from their real wages. 

In order to explicate this Baran anc! Sweezy relied on a little known but 
important category from Marx’s analysis known as “profits by deduction.” 
Marx never provided a full explanation of his wage theory, which was to have 
been developed in his planned book Wage Labor.’® Nevertheless, Marx and 
Engels referred on numerous occasions to deductions. from wages as a 
significant promoter of surplus value under capitalism. In the main this was 
treated as a situation where wages were reduced for considerable periods of time 
below the value of labor power with enormous damage to sections of the 
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‘working population. 

Perhaps the most explicit use of the concept in this sense was in Engels’s 
preface to the second edition of The Housing Question, where he explained that 
kitchen gardening and small-scale agriculture had allowed German workers to be 
paid exceptionally low wages generating extreme profit, in effect, a “deduction 
from normal [i.e., required for the social reproduction of the workers without 
small property] wages.” For Engels it was “the dead weight of such prices for 
labour, kept traditionally far below the value of labour power,” which depressed 
“also the wages of the urban workers, and even of the workers in the big cities, 
below the value of labour power; and this is all the more the case because poorly- 
paid domestic industry has taken the place of the old handicrafts in the towns as 
well, and here too depresses the general level of wages.”'” This was a condition 
that Marxian economists today commonly call “superexploitation.” Not only 
could wages rise above the value of labor power for some workers, for many 
workers belonging to what Marx called the “precarious” category, they frequently 
fell below.'® Even in the conditions of freely competitive capitalism, then, where 
wages fluctuated in a causally transparent manner, Marx sometimes referred to 
profits by deduction. 

However, there was also another context in which Marx employed this 
category: in relation to monopoly price. Marx, as Sweezy had noted as early 
as 1942 in The Theory of Capitalist Development, had used the concept of 
profits by deduction to explain that a monopoly price might “depress wages 
below the value of labor-power, of course only to the extent that wages would 
be higher than the physical minimum of subsistence. In this case the monopoly 
price would be paid by [both] a deduction from the real wages of the workers 
(that is, from the quantity of use-values received by the laborer for the same 
quantity of labor) and from the profit of the other capitalists. a 

Marx of course had in mind an economy that was still charactenzed in 
general by free competition so that monopoly pricing was treated as a local 
disturbance. But the concept of profits by deduction, which Marx had applied 
in this context, provided Baran and Sweezy with the clue with which to 
address the more complex wage struggles under monopoly capitalism, wherein 
wages were able to rise above the value of labor power for a time in a system 
characterized above all by problems of surplus absorption. Profits by 
deduction from real wages. here meant that monopoly capital was able to 
attain additional surplus not only by shifting it from the more competitive 
sector but also by deducting it from wages themselves. In a letter to Sweezy on 
May 2, 1960, Baran had used the terms “reduction per alienation” and 
“profit by alienation” as equivalent expressions for profits by deduction under 
conditions of monopoly capital.” 

As Baran and Sweezy clearly recognized, this amounted to saying that 
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under monopoly capital a part of surplus was incorporated in real wages, which 
were therefore raised above the value of labor power, particularly in the 
monopolistic sector.”! Thus as Sweezy put it in his March 2, 1964, letter to 
Baran, “profits by deduction” under monopoly capitalism means deductions 
“from a price of labor power which is well above its value.” That is, workers, 
partly through the actions of trade unions in the monopolistic sector of the 
economy, were able to raise wages above the level simply necessary to guarantee 
the supply of labor under the conditions then and now prevailing, in the centers 
of capitalism. Yet, this was hardly a straightforward progressive development 
because it took the form chiefly of the incorporation of unproductive labor and 
waste (i.e., specifically capitalist use values aimed at absorbing surplus) into the 
production of wage goods, in ways that diminished whatever qualitative gains 
workers experienced.” If real wages were raised above'the value of labor power 
under monopoly capital, then it was largely on the terms of the corporations 
rather than the workers. 

This theory of wages grew out of Bada and Swej analysis of the 
interpenetration of the sales effort and production developed in Chapter 5 of 
Monopoly Capital.” (See also the bread loaf example provided in section 4 of - 
“Some Theoretical Implications.”) The economic surplus of society constituted its 
potential accumulation fund, part of which was now concealed (in a way that, the 
surplus value calculus was ill-equipped to explain) in the wage goods of the 
workers theniselves. Baran and Sweezy referred to this in their letters of March 3- 
7, 1964 (see below in this issue), as The Interpenetration Effect, reflecting the 
fact that it was no longer possible to distinguish the production costs of a 
commodity from its sales costs. 

These developments and their implications for wages, as Sweezy observed in 
his March 2, 1964, notes on the chapter, helped explain the development of 
European social democracy (or what is today, misleadingly, referred to as 
“Fordism”).** One of Baran’s chief concerns, in fact, was demarcating the 
manifold ways in which monopoly capital both increased wages above what 
would be considered the value of labor power (producing a sense that a strata of . 
workers were now “middle class”) and at the same time promoted numerous 
deductions from wages—some by: means of taxation. All of this reinforced a 
regime of economic waste and monopoly profits. Under monopoly capitalism 
wages and surplus were not determined simply at the level of production but 
within circulation too, greatly complicating the analysis. 

In their final correspondence, Sweezy expressed his general agreement 
with this explanation but sought to place greater emphasis at the outset on 
how monopoly prices served to capture gains from increased productivity, in 
the dynamic context of rising real wages. As he stated in a note on the 
manuscript: “The point is that real wages of productive workers rise much 
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more slowly than their productivity, with monopoly permitting the swelling 
surplus to be siphoned off in various forms.” In presenting the argument on 
monopoly pricing and wages nearly two decades later in Four Lectures on 
Marxism, Sweezy wrote: 


In addition to a redistribution of surplus value from more competitive to 
less competitive sectors, there could take place an increase in total surplus 
value at the expense of real wages (implying a rise in the rate of surplus 
value), if workers are unable to protect themselves against monopoly prices 
for wage goods. To this it might be objected that monopoly prices cannot 
raise the rate of surplus value except through depressing wages below the 
value of labor power, and this would be essentially an unstable and 
temporary effect. This objection, however, fails to see monopolization as a 
process that must be viewed historically and as an ongoing part of the 
accumulation process. While at any particular time the value of labor 
power can be treated as a given, over a period of time it tends to rise 
(because of increasing costs of producing Jabor power and workers’ 
struggles to improve their standard of living). In this context, growing 
monopolization must be seen not as depressing wages below the value of 
labor power but as slowing down the rise in the value of labor power. To 
this extent, it favors capital against labor by raising the rate of surplus 
value above what it would otherwise have been.” 


There is no doubt that in his discussions with Baran slated for the end of 
March 1964, Sweezy would have emphasized the suppression of the potential 
growth of real wages (and the value of labor power) in relation to productivity, 
and how this was connected to monopoly profits and nising surplus. In 
contrast, Baran was focusing on the next stage in their argument: how the 
entry of unproductive expenditures into wage goods, understood as a 
deduction from real wages that had risen above the value of labor power, 
effected a net addition to surplus. Baran was the first major economist on the 
left to raise the issue of a coming inflation crisis and no doubt was thinking in 
terms of a much more intense struggle over income shares in which deductions 
from real wages would translate into new forms of class warfare.”* How 
exactly the two friends, who were agreed on the theory but were struggling 
with respect to its presentation, would have worked out these issues in the end 
will never be known. 

A scrutiny of the manuscript of “Some Theoretical Implications,” and of 
the intense correspondence between the two authors in March 1964, makes it 
clear that although they were of the same mind on all essentials, and indeed 
all issues of substance, there were two aspects of the analysis that Baran and 
Sweezy had not had a chance to work out fully together at the time of the 
former's death. Baran’s explanation of the retrograde character of the system 
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dating back to the beginning of the monopoly capitalist era (and its effects on 
economic theory) was introduced into the final revised manuscript. This was a 
novel explanation (though based on Marx) of capitalism’s shift from a 
progressive to a regressive system, emphasizing the growing contradiction 
between the potential of society to meet genuine human needs and the actual 
limitations posed by existing property relations—together with the increasing 
destructiveness of the system. Although Sweezy could hardly have been 
expected to disagree, the two authors had not yet settled on the precise 
manner in which this argument was to be presented. 

The other, more important issue, as we have seen, was the explanation of 
the relation of the economic surplus concept to surplus value. The fact that 
workers had seemingly captured a portion of surplus—but on terms promoted 
by monopoly capital, whereby unproductive expenditures were incorporated into 
production itself—was integral to Baran and Sweezy’s entire argument with ° 
respect to “The Irrational System.” However, they were still struggling on how 
to best to explain this at the time of Baran’s death. Sweezy, as he said in the 
preface to the published book, clearly had some “important questions” - 
remaining about the draft of the chapter. He concluded that he could not have 
resolved these without “diminishing the joint character of the work.” He could 
neither publish it as it was nor in good conscience change or substantially add to 
what had been written. As a result, he no doubt decided to leave this important 
work to the “gnawing criticism of the mice,” with all the more certainty given the 
reference to Selbstverstandigung by Baran in his final words on the subject in the 
unfinished letter on his desk. 

Once that decision was made there was for Sweezy no going back. Baran’s 
death under such conditions, when they were on the verge of completing what was 
to be the crowning argument of ‘what they referred to as their “opus,” was 
undoubtedly such a painful experience that Sweezy was understandably reluctant 
in later years to return to the subject of the missing chapters. Moreover, as the 
published version of Monopoly Capital took on a life of its own a resurrection of 
the missing chapters became in many ways more, not less, difficult. For us today, 
however, these considerations no longer hold with the result that we do not 
hesitate to make this chapter of Baran and Sweezy’s classic work available for the 
first time. 


Present-Day Significance 

What is the relevance of this missing chapter of Monopoly Capital today, 
fifty years after it was first drafted? The most obvious answer is that it clears 
up some questions with respect to the work itself. One persistent criticism of 
Monopoly Capital, presented by such traditionalist Marxian economists as 
Paul Mattick and Ernest Mandel, has been that Baran and Sweezy in 
developing the concept of economic surplus rejected Marxian value theory. 
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This was strongly denied by Sweezy on more than one occasion, and various 
scholars have shown the allegation to be wrong through the systematic analysis 
of Baran and Sweezy’s work.” In this chapter, however, we see precisely, in 
their own words, how they built on Marx’s theory of surplus value, with the 
intention not of abandoning it, but of supplementing that analysis in ways that 
addressed the specific problems of our age. The idea that Baran and Sweezy, 
individually or together, abandoned the labor theory of value can therefore be 
put to rest. 

It should be added, moreover, that the question of the law of value raises 
issues from a historical materialist perspective that necessarily go beyond the 
understanding circumscribed by a transhistorical (and thus non-Marxian) 
labor theory of value.” The labor theory of value did not originate with Marx 
but from bourgeois political economy. Nor is it directly applicable to history 
before or after capitalism. Although vit (and specifically surplus value) 
represents the key to capitalism’s laws of motion, it does not, for that very 
reason, have the status within Marxian theory of a category in its perfection 
` independent of time and space.” For Marx, as he made clear on numerous 
occasions, the law of value simply constituted the modus operandi of capitalist 
society. It therefore summed up the contradictions and depredations of 
capitalism, including the contradictions between use value and exchange 
value, and between wealth and value. The historical specificity and limits of 
the labor-value theory were thus crucial to Baran and Sweezy’s perspective— 
precisely because the issue was the transition to a society governed by socialist 
rationality.” : 

“Some Theoretical Implications” also throws light on another criticism of 
Monopoly Capital, raised by such figures as James O'Connor, Michel 
Aglietta, M.C. Howard, and J.E. King, that it included no theory of wages, 
leaving the concept of surplus undeveloped.” Indeed, Robért Heilbroner 
mistakenly faulted the authors of Monopoly Capital for “their failure to 
include any wage or middle-class salary payments as part of surplus.” A close 
examination of their work (even without the chapter printed here) shows that 
the most important point of departure in their analysis of surplus was precisely 
the inclusion of such payments.” Based on the present chapter we now know 
that Baran and Sweezy directly addressed this question, and that it was the 
precise issue with which they were engaged at the time of Baran’s death.” 
Although a detailed wage theory was lacking in the published version of 
Monopoly Capital, the logic of the analysis made it clear what form this theory 
would need to take—and is now confirmed in the following work. 

Indeed, in a paper delivered to the Socialist Scholars Conference on 
September 9-11, 1966, entitled “Exchange and Production Relations in Baran 
and Sweezy’s Monopoly Capital,” O'Connor sought to “outline the theory of 
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wages...implicit in Monopoly Capilal,” and so brilliantly.accomplished this that he 
uncovered much of Baran and Sweezy’s own argument in the present missing 
chapter of Monopoly Capital, including the notion that wages incorporated an 
element of surplus and their reference to Piero Sraffa in this connection. 
O'Connor wrote: “It is not merely that more people live off the surplus under 
monopoly capitalism; more important, the incomes of nearly everyone contains a 
surplus component. Certainly anyone who buys an automobile or any other 
consumer durable is paying for the selling costs embodied in the commodity, and 
thus his income must include an element of surplus.” Writing in the margins of his 
copy of O’Connor’s unpublished paper Sweezy commented at this point, “On re- 
reading this four years later (August 1970) I am inclined to think it is nght and 
important.” 

Others also reconstructed the essence of Baran and Sweezy’s wage theory.*” 
_ The concept of surplus itself made the basic wage relation evident, allowing 
_ various theorists to apply the concept statistically and to demonstrate a tendency 
for surplus to rise. Along with this was the recognition that some of this surplus 
was embedded in wage goods themselves (and that a considerable part of the 
surplus consisted of Department III expenditures—neither wage goods nor 
investment goods but pure surplus absorption—e.g., military spending).** Thus 
Edward N. Wolff noted in relation to Baran and Sweezy’s theory that “the 
portion of workers’ earnings spent on unproductive [expenditures] should be 
included in the surplus, since it constitutes a remittance to the capitalist class.”*° 
It is wrong, then to say that Baran and Sweezy had “no theory of wages at all” _ 
underlying their analysis in Monopoly Capital. Rather the theory was left largely 
implicit in the published book, while the explicit analysis of this existed in the 
form of an unpublished chapter.” 

It should be noted that Baran and Sweezy are not alone among Marxist 
theonsts in advancing the key proposition that real wages can be for extended 
periods of time above the value of labor power (or the equilibrium wage). 
Arghiri Emmanuel independently advanced this same view, calling this the 
phenomenon of the “superwage.” According to Emmanuel, such a “long- 
standing superwage” could not arise under conditions of freely competitive 
capitalism but required an element of monopoly.. Whether the superwage 
eventually led to a transformation of the value of labor power—that is, the 
basket of use values that defined the value of labor power (the “irreducible 
minimum” in any given period)—depended on a whole host of historical 
factors related to the class struggle.“ 

In Baran and Sweezy’s case, however, the issue of the “superwage,” to use 
_Emmanuel’s term, was connected to the central logic of ‘monopoly. capitalist 
society itself. Rather than the result simply of trade union action, it made it 
possible for a part of the surplus to be embodied within the wages and to be 


18 ANALYTICAL MONTHLY REVIEW/ JULY-AUGUST 2012 


A MISSING CHAPTER OF JAONOPOLY CATAL 


remitted to capital. Essentially monopoly capital could expand its 
unproductive expenditures, necessary for the absorption of the surplus, 
without the associated costs falling on corporations themselves. Instead such 
unproductive expenditures could be passed on through monopolistic pricing 
taking the form of deduction from wages—or, as Baran otherwise expressed 
it, “reduction per alienation.” For example, advertising, and marketing 
expenses more generally, became part of the cost of wage goods and were paid 
out of wages while not contributing anything to the qualitative use values that 
constituted the essential value of labor power. Thus recent estimates suggest 
that in the case of leading brands of dishwashing soap and toothpaste sold in 
the United States and entering into the wage-commodity baskets of workers, 
advertising alone accounts for | 1—12 percent of the final retail cost, while in 
the case of a GM pickup advertising accounts for 4 percent of price.” If the 
full cost of the sales effort as a whole, including model changes, product 
obsolescence, sales promotion, packaging, etc., were included, the share of 
waste built into the wage goods basket would be much higher still. Similarly, 
some “benefits” that are arguably to be included in wages are largely 
composed of the marketing costs and monopoly prices (“intellectual 
property”) of the obscenely profitable pharmaceutical companies. 

By opening Marxian political economy up to new questions, related to: the 
monopoly stage of capitalism, Baran and Sweezy therefore offered a 
revolutionary new perspective. 

Why revolutionary? It should be remembered that Baran’s introduction of 
the economic surplus concept in The Political Economy Growth was key to the 
development of revolutionary dependency theory in the periphery of the world 
capitalist economy in the 1950s and ‘60s. Baran and Sweezy’s analysis in 
Monopoly Capital was revolutionary in the quite different sense of exposing the 
irrational and deeply exploitative character of accumulation at the center of the 
world economy (as well as the effects of this on the periphery), and the potential 
for a more radical approach to social change throughout the world. Although 
from the standpoint of both bourgeois and Marxian economics at the time they 
were writing the issues that they raised were often dismissed as secondary and 
inconvenient, interfering with the “elegance” of economic analysis based on 
notions of pure capitalism, today they have become absolutely essential to the 
comprehension of our ever more destructive world. The question of profits by 
deduction (or reduction per alienation) and its relation to monopoly power has 
been globalized today through the global labor arbitrage organized around the 
systematic exploitation of cheap labor in the global South at levels below the 
value of labor power, i.e., the costs of reproduction of the workers.“* As Samir 
Amin has stated, this takes the form of a “monopoly rent” or “imperialist rent” 
imposed on the populations of the periphery through the agency of multinational 
capital.“ Surplus meanwhile is incorporated in the real wages of the workers in 
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the center of the world economy (as well as some relatively privileged workers in 
the global South). But this mainly compels workers to purchase the products of 
ungroductive labor embodied in their wage goods (e.g., the plastic around the 
loaf of bread), the costs of which are mainly associated with the penetration of 
the sales effort into the production process. At the same time profits from 
deduction pay for the lion’s share of the giant war machine of monopoly 
‘capitalism, the chief purpose of which is repression of populations in the 
periphery.” 

The surplus concept, and the growing irrationality of production itself, 
moreover, enables us to understand the deeper sources of the ecological 
exterminism associated with monopoly capitalism—as well as the potential for 
a social order that transcends this. Thus, the revolutionary ecological basis of 
Marxian political economy today rests on the ability to comprehend that 
Marx’s general formula for capital M-C-M' had now been transformed into 
M-CK-M', where the commodity, C, is now increasingly a specifically 
capitalist use value, CX, embodying waste for the purposes of accumulation.*® 

What Baran and Sweezy’s analysis in “Some Theoretical Implications” 
thus highlights is the historically retrograde character of the system in which we 
live, in which the very real potential for solving the world’s most pressing human 
and environmental problems is continually aborted by the actuality of monopoly 
capital—at the cost not only of the fulfillment of genuine human needs, but, 
more fundamentally, the very survival of humanity itself. It is in precisely this 
sense that István Mészáros has warmed us of the “destructive uncontrollability” 
of the present system of capital, and hence the challenge and burden of our own 
historical time: to build a socialism for the twenty-first century.” 
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MONTHLY REVIEW i Fifty Years Ago 


The prevalent capitalist enterprise today is no longer the small firm 
producing a negligible fraction of a large mass of homogeneous products 
for an anonymous market; the business unit characteristic of the capitalist 
economy in our time is the large-scale enterprise responsible for a 
significant share of its industry’s output, manufacturing and selling a 
product frequently clearly identifed by name, and for all these reasons 
able to exercise a decisive influence on the volume of its output, the level of 
its prices, and the magnitude and timing of its investments. The fact that 
this monopolistic (or oligopolistic) concern has become the dominant 
entity in the modern capitalist economy has an overriding significance for 
an understanding of the system’s modus operandi. To put the point in a 
nutshell: in an attempt to understand monopoly capitalism, monopoly 
cannot be abstracted from; it has to be put in the very center of the 
analytic effort. 

—Paul A. Baran and Paul Sweezy, “Introduction” in “Monopoly 

Capital: TwoChapters on the American Economic and Social Order,” 

Monthly Review, July-August 1962 
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Some Theoretical Implications 


_ Paul A. Baran and Paul M. Sweezy 


1 


It may be appropriate at this stage to pause, and, even at the cost of some 
inevitable repetition, try to draw a few theoretical conclusions from the 
considerations presented thus far. Indeed, if our preceding account succeeded 
in capturing the basic principles governing the functioning of monopoly 
capitalism, some of the fundamental concepts of economic theory would stand 
in need of a thorough re-examination. While it is impossible to undertake this 
important task at the present occasion, the following brief discussion should 
indicate the general direction in which, we believe, such an effort ought to 
move and may facilitate the understanding of what this book is seeking to 
convey. 

That all is not well in the realm of bourgeois economic theory is strongly 
felt by its closest observers. Professor Mason’s blunt statement that “the 
functioning of the corporate system has not to date been adequately 
explained,”” could hardly be contradicted by anyone familiar with 
contemporary economic literature. Its most conspicuous feature is, indeed, this 
very failure to come to grips with the most important aspects of what, one 
would think, should constitute its central problem—at least in this country at 
the present time. As noted by the authors of one of the few important studies 
dealing with questions posed by the corporate system: “The long-recognized 
existence of oligopoly led to theories of inter-firm rivalry, theories considered 
an important, if ill-mannered and discordant, adjunct to the analytically more 
tractable market structures usually assumed in price theory. With the 
exception of Kaysen, theoretical recognition of market structure in the field of 
investment decisions has been ignored.”* 


The text as published has been edited and includes notes by John Bellamy Foster. 

* Edward S. Mason, “Introduction,” Edward S. Mason, ed., The Corporation in Modern 
Society, Cambridge, Mass., 1959, p. 4. 

t John R. Meyer and Edwin Kuh, The Investment Decision: An Empirical Study, 
Cambridge, Mass., 1957, p. 20. Without seeking in the least to detract from the value of Carl 
Kaysen’s work, it must be pointed out, however, that five years prior to the publication of the 
Meyer and Kuh monograph, Josef Steindl—an “outsider’>—had presented a most challenging 
treatment of the subject in Maturity and Stagnation in American Capitalism, Oxford, 1952, 
without having been taken any notice of by the economics profession. 
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The reasons for this striking reluctance to place the realities of modern 
capitalism where they belong: at the center of theoretical attention, are not far 
to seek; they are alluded to in the just cited remark of Meyer and Kuh. There 
can be no doubt that the model of a perfectly. competitive market economy is 
“more tractable,” that the examination of its manifold properties is more 
readily achievable by means of conventional tools of economic analysis than 
that of a system dominated by oligopolistic corporations. It may not be 
economics’ claim to applause, but it is understandable that most of its 
practitioners prefer not to tackle “intractable” matters, but to move along the 
line of the least theoretic resistance.” 

More significant, however, is the other factor suggested by Meyer and 
Kuh: the insistence on the paramount importance of oligopoly to any serious 
effort of understanding the working principles of the corporate system is 
thought of as “ill-mannered and discordant.” This, indeed, points to the nub 
of the matter. 

Writing in 1873, Marx held that after 1830, after the bourgeoisie had 
conquered political power in France and in England, and the class struggle 
practically as well as theoretically took on more and more outspoken and 
threatening forms, a scientific bourgeois political economy had become an 
impossibility. “It was thenceforth no longer a question, whether this theorem 
or that was true, but whether it was useful to capital or harmful, expedient or 
inexpedient, politically dangerous or not. In place of disinterested enquirers, ` 
there were hired prize-fighters; in place of genuine scientific research, the bad 
conscience and the evil intent of apologetic.”* 

This judgment may have been too rash and the indictment too sweeping. It 
certainly does not hold true with regard to bourgeois economics’ capacity for 
gaining important insights into some parts of the capitalism mechanism; a 
number of worthwhile theorems of economics that are true without being 
necessarily useful to capital were arrived at since 1830, and since the 
appearance of the second edition of Capital. 

But when it comes to bourgeois economics’ comprehension of the totality 
of the capitalist order, to its understanding of that order’s “laws of motion,” 
and, in particular, to its ability to assess the part that capitalism plays in the 
historical process as a whole, Marx’s statement stands up very well indeed. 
“As everyone now recognizes,” observes Mason, “classical economics 
provided not only a system of analysis, or analytical ‘model,’ intended to be 
useful to the explanation of economic behavior but also a defense—and a 





* One of us remembers to have once heard the use of many weeks of classroom time for the 
exposition of a theory that is generally recognized to be of very doubtful usefulness defended on 
the ground that it “lends itself very well to classroom presentation.” 

t Capital, Volume 1, Preface to the second German edition. [Editor's Note: all citations 
to Marx's Capital are from the Charles H. Kerr edition, Chicago, 1906-1909.] 
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carefully reasoned defense—of the proposition that the economic behavior 
promoted and constrained by the institutions of a free-enterprise system is, in 
the main, in the public interest.... Until the end of the nineteenth century, 
moreover, this element of justification continued to play an important role in 
the literature of political economy.”” This is crucial. While the conscious or 
unconscious intention to justify a progressive economic and social order may 
be wholly compatible with scientific inquiry and the search for truth, may, in 
fact, serve as its major stimulus, the commitment, equally conscious or 
unconscious, to defend a retrograde system becomes an insuperable obstacle 
to the conduct of unbiased exploration and to reaching of truthful conclusions. 

It is obviously open to serious doubt whether as early as 1830 capitalism 
had undergone its functional mutation, and turned from being preponderantly 
an engine of progress to being preponderantly its fetter. The precise timing of 
any such transformation of an economic and social order is hardly possible. It 
clearly cannot be said that certain relations of production have become 
obstacles to the development of the forces of production only if and when such 
development has come to an actual or virtual halt or commenced to regress. 
Making the recognition of the occurrence of such a fundamental change in the 
part played by the existing relations of production contingent on the fulfillment 
of that “strong” condition would seem to us to imply a serious 
misunderstanding of what is at issue. 

What matters is not so much whether some growth of the forces of 
production actually takes place within a given economic and social order, but 
the extent to which the available potentialities for such growth are allowed to 
be realized within its framework. The emergence of these potentialities 
themselves depends on a multitude of factors: the advancement of scientific 
knowledge, the opening up of new technological opportunities, the widening 
of the scope for the improvement of human abilities and skills and much else. 
The central question is whether the prevailing relations of production promote 
or block, encourage or discourage the translation of these potentialities into 
practice. The presence of a conflict between the development of the forces of 
production on one side and the existing relations of production on the other is 
thus not necessarily signaled by the cessation of economic growth; it 
announces itself rather in the fact that whatever growth takes place is 
manifestly out of proportion with the visible, tangible, realizable potentialities 
of growth. The appearance and the widening of the gap between what is and 
what could be, demonstrate thus that the existing property relations and the 
economic, social and political institutions resting upon them have turned into 
an effective obstacle to the achievement of what has become possible. 

A further point must be borne in mind. Although it is true, as Marx has 


r 


> “The Apologetics of ‘Managerialism, ” The Journal of Business, January 1958, p. 5. 
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put it, that only after capitalism has been overcome “will human progress 
cease to resemble that hideous pagan idol, who would not drink the nectar but 
from the skulls of the slain,”” the price that an economic order extracts for 
such development of the forces of production as it provides is highly indicative 
of the degree to which it has turned from a promoter into an impediment of 
economic and social advancement. Thus the vast development of productive 
resources that the emergence and the earlier history of capitalism have meant 
to Western Europe (and North America) were associated with and largely 
based upon ruthless exploitation of domestic workers and peasants, 
despoliation and ruination of the now underdeveloped and dependent 
countries and the enslavement and massive annihilation of millions of natives 
of Africa, Asia, and America. It is. also true that the tremendous 
multiplication of the productivity of human labor which is taking place under 
monopoly capitalism unfolds against the background of undiminished disease 
and starvation in the so-called backward parts of the world, and constitutes 
itself in a large measure a by-product of the most devastating and cruel wars of 
human history and of the incessant production of an unprecedented volume 
and assortment of means of destruction. It may well be that the number of 
skulls per ounce of the nectar of progress is under advanced capitalism even 
- larger than it was under capitalism in the ages of its greatest rapacity. 

' Ånd yet in order to establish that the relations of production prevailing in 
any historical period have actually lost their productive character and have 
turned into a roadblock to a fuller realization of the existing potentialities of 
progress it is not sufficient that such potentialities should exist in the realm of 
the forces of production only. For the conflict between the possibilities of 
further development of the forces of production and the prevailing relations of 
production to be real, there must be also visible, tangible, realizable 
potentialities in the realm of the relations of production. A mere confrontation 
of the existing economic and social order with some imaginary ideal economic 
and social order, however eloquent, may bring to light the shortcomings of the 
former but does not indicate in itself the existence of a historically relevant 
tension.’ However, the concretization of the possibilities for arriving at 
relations of production which would permit the realization of the available 
potentialities with regard to the development of the forces of production is 
highly correlated with the opening up of new perspectives in the sphere of the 
forces of production. As Marx remarked: “Mankind always sets itself only 
such tasks as it can solve; since, looking at-the matter more closely, it will 
always be found that the task itself only arises when the material conditions for 


* “The Future Results of British Rule in India,” Karl Marx and Frederick Engels, 
Selected Works in Two Volumes, Volume I, Moscow, 1950, p. 324. 

t The best illustration of this is perhaps Thomas More’s brilliant Utopia published in 
1516 and repeatedly translated into English in the course of the 16" century. 
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its solution already exist or are at least in the process of formation...at the 
same time the productive forces developing in the womb of bourgeois society 
create the material conditions for the solution of that antagonism.”” 

Thus a strong case could be made for the proposition that capitalism’s 
losing its progressive function and the emergence of an acute conflict between 
the requirements for a fuller development of the forces of production and the 
maintenance of bourgeois relations of production occurred in the 1870s. It 
was at that time that scientific and technological advances leading to and 
promoted by the spread of large-scale enterprise gave a foretaste of what was 
to come, and opened wide vistas of the attainable abolition of scarcity on a 
world scale; and it was at that time that a social organization, under which 
scarcity could be actually done away with, turned from a vague, utopian 
dream into a specific, historic “project.” As such it was formulated and 
broadly outlined by Marx, as such it was raised to the level of a political 
program by the surging socialist movement, and as such it became a short- 
lived but epoch-making reality in the Commune of Panis. 

From that point on, which marked also the beginning of the powerful wave 
of trustification and monopolization of the capitalist economies in a number of 
countries, the bourgeoisie of those countries not only shed whatever was left of 
the progressive, iconoclastic posture of its revolutionary youth, but joined 
forces with its still powerful former feudal (and ecclesiastic) adversaries. This 
emerging “holy alliance” of all property-owning, God-fearing, and law- 
abiding strata in society was cemented by the common fear of expropriation, 
by the common hatred of socialism. 

This shift in the basic position of the ruling class drastically affected not 
merely the policies of the bourgeois-controlled governments, but also all 
aspects of bourgeois ideology—political thought no less than the attitude 
towards religion, philosophy no less than -political economy. With the search 
for a theoretic comprehension of the part played by capitalism in the process 
of social evolution and of the developmental possibilities which it contains 
relinquished in favor of the exploration of the modus operandi of segments of 
the capitalist economy—particular markets, profit-maximizing firms and 
utility-maximizing consumers—and with the inquiry into individual behavior 
(and motivations) increasingly taking the place of the effort to uncover the 
regularities of historical development, political economy has completely 
changed its character. Taken over by the marginal utility theory and 
dominated by the static assumptions upon which that theory necessarily rests, 
what has come to be now called “economics” turned rapidly into apologetics 
for a more and more retrograde social and economic order. This process 
reflects itself most clearly in the work of John Bates Clark where the apologetic 


* “Preface to the Critique of Political Economy,” ibid., p. 329. 
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character of the new doctrine is openly revealed. “Where natural laws have 
their way,” writes Clark, “the share of income that attaches to any productive 
function is gauged by the actual product of it. In other words, free competition 
tends to give labor what labor creates, to capital what capital creates, and to 
entrepreneurs what the codrdinating function creates.... To each agent a 
distinguishable share in production, and to each a corresponding reward— 
such is the natural law of distribution.” 

It apparently did not occur to Clark and to many of his followers that even 
if an imputation of the shares of output to different “productive functions” 
were mathematically possible (which is true only under the most unrealistic 
assumptions), such an imputation would have no bearing whatever on the 
“Justice” or “naturalness” of the resulting distribution of income, and in 
particular of the capitalists’ appropriations. After all, workers could own their 
own means of production! 

The intellectual brittleness of the marginal utility theory and its complete 
incapacity of dealing with the new, monopolistic phase of capitalist 
development plunged the economics profession into a profound crisis. Its 
response was neither simple nor unequivocal. 

Large and important segments of the profession—those rooted both 
socially and ideologically in small competitive business—became subject to a 
“cultural lag,” and could not bring themselves to abandon their intellectual 
heritage. They carried on in the tradition of John Stuart Mill, and remained 
hemmed in by the limitations and inconsistencies peculiar to that influential 
school of thought. Although voicing more or less explicitly the political 
economists’ time-honored opposition to both landed interests and monopoly, 
and although formulating more or less sharply a welfare-onented criticism of 
the emerging “corporate system,” they failed to comprehend monopoly as the 
inevitable outgrowth of the competitive process and were stymied by their 
basic commitment to private enterprise as such. This current of economics— 
represented in its most moderate form by Marshall and in its most 
“unorthodox” variant by Hobson—found itself in a position close to the 
conservative wing of the trade-union movement, toyed with the ideas promoted 
by the Fabian society, and never rose to a comprehensive and radical critique 
of the capitalist system. But at least it forged the intellectual weapons needed 
in the rapidly spreading campaign for a variety of social reforms ranging fram 
social secuntty legislation through the shorter workweek to anti-trust laws. 

Another trend of economic theorizing, influenced by the nascent 
mathematical school, took a different tack. Without explicitly endorsing the 
ascendancy of monopoly, this sector of the economics profession escaped from 
the burning problems of the day into the realm of recondite abstraction; it in 


* John Bates Clark, The Distribution of Wealth, London, 1899, p. 3. 
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effect abandoned the field of battle, and withdrew to the position of “value- 
free” objectivity. The price of this “impartiality” was a large measure of 
intellectual sterility and an even larger loss of historical relevance. It was only 
Schumpeter, that extraordinary offshoot of the Austrian school with an 
unusual flair for historical thinking, who saw the handwriting on the wall and 
sought to induce bourgeois economics to buckle down to its new assignment: 
to supply the rationalization and justification of the rising and expanding 
dominance of monopoly capital. In spite of Schumpeter’s outstanding ability, 
however, his influence was for a long time very limited. Monopoly was too big 
a pill to swallow for a generation of economists brought up on Marshall and 
Pigou or Walras and Boehm-Bawerk. Moreover, social background, 
tradition, and habits of thought combined to prevent most of them from 
following Schumpeter’s lead in defense, or indeed glorification, of Big 
Business. 

This attitude is still characteristic of what might be called the older ` 
generation of bourgeois economists. It has been strongly reinforced by the 
emergence and spectacular successes of the Keynesian school which focused 
attention on the urgent problems connected with short-run variations in the 
level of income and employment, and sought to bypass the entire problem of 
monopoly. Although both the internal development of the Keynesian doctrine 
and the course of events in the real world demonstrated the futility of this 
strategy, it continues to commend itself by its “convenience” to many 
economists who reluctant to be “ill-mannered and discordant,” and not 
wishing to risk antagonizing the dominant interests, prefer to stay away from 
so-called “controversial” topics. Thus the writers of this orientation either 
ignore the problems posed by the existence of the corporate system by 
assuming (or pretending) that the only difference between a giant corporation 
and an individual entrepreneur is one of legal form, or else they assign these 
matters to the field of “industrial organization” as if it constituted a special . 
branch of economic inquiry which one is free to pursue or to neglect according 
to one’s particular “field” of interest. In any case, they contribute nothing to 
the explanation of the functioning of the corporate system. 

The evolution of the mathematical school proper, in contrast, has been 
more complex. Its traditional lack of interest in the development and structural 
changes of capitalism, and its concentration on the behavior of the individual 
consumer and individual firm have put it in a. good position to perform 
valuable services for Big Business. Its functions had been of a different kind 
under conditions of competition; the activities of competitive firms were 
neither in nature nor in scope such as to require market research or cost 
studies involving elaborate mathematical and computational techniques. 
Matters have changed in the present stage of capitalist development. “Today’s 
large corporation of necessity takes a longer view of its operations: large-scale 
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capital requirements must be planned and financed on a long-term basis; 
insurance and pension funds are established to cover generations; research 
programs are undertaken that take many years to pay off. Decisions on short- 
term matters are always weighted with consideration of their long-term 
effects.”” And a brilliant mathematical economist astutely observes: “Tke 
monopolist in general has stricter informational requirements than the 
competitor, since he needs to know his whole demand curve, not merely a 
single price. In conditions of disequilibrium, the demand curve is shifting as a 
result of forces outside the private market of the monopolist, and a premium is 
placed on the acquisition of information from sources other than the prices 
and quantities of the firm’s own sales.”* Accordingly considerable resources 
have been devoted by corporations and corporation-endowed foundations to 
market analyses, cost studies, and various branches of what has come to ke 
called operations research,’ the ultimate effect of which is to promote the 
rationalization of the profit maximization policies of monopolistic enterprise. 
Despite the limited and warped purposes which it serves, and the negative 
impact it has had on Western economic thought up to now by deflecting 
economists’ attention from all critical analysis of monopoly capitalism, this 
work nevertheless does provide some insights into the working principles of 
Big Business and thus contributes to our understanding of some aspects of the 


corporate system. 
This can hardly be said about a third group of economists of whom Adolf 


"A. Berle, Jr. and John Kenneth Galbraith are probably the best-known 


exponents. Arguing along the lines orginally suggested by J.M. Clark’s 
concept of “workable competition,” these writers advocate a pragmatic, 


‘piecemeal approach to problems of monopoly and Big Business. Their 


writings center essentially on the proposition that the system “works,” and 
. . . > =“ 
confine themselves to more or less realistic proposals for its improvement. 


* MJ. Rathbone, President, Standard Oil Company of New Jersey, “The Bias Against 
Bigness,” Saturday Review, April 16, 1960. 

t Kenneth J. Arrow, “Toward a Theory of Price Adjustment,” Moses Abramovitz and 
others, The Allocation of Economic Resources, Stanford, 1959, p. 47. 

+ “I define operations research to be all research...intended to help solve practical, 
immediate problems in the field of business, governmental or military administration or the 
like.” Robert Dorfman, “Operations Research,” American Economic Review, September, 
1960, pp. 577-78. i 

f Several branches of mathematical economics, since they undoubtedly represent an 
advance in the science of rational allocation of resources, transcend the framework of the 
capitalist system and turn into important tools of socialist economic planning. For a somewhat 
expanded discussion of this see our paper “Economics of Two Worlds.” [Editor's Note: this 
piece was still forthcoming at the time this draft was completed. It was later reprinted in Paul 
A. Baran, The Longer View, New York, 1969, pp. 68-91.] 

** “The present organization and management of the American economy are...in defiance 
of the rules—rules that derive their ultimate authority from men of such Newtonian stature as 
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For the rest, neither such concepts as “countervailing power” and “people’s 
capitalism” nor speculations concerning the limitations of corporate power by 
the democratic state come anywhere near a theoretical analysis of the complex 
forces determining the “laws of motion” of a. Big Business dominated 
economy. Their function is ‘strictly apologetic—the creation of a conceptual 
apparatus which obscures rather than illuminates the economic and social 
relations of monopoly capitalism. 

What all of these currents have in common is an incapacity to view 
economic and social development in a historical perspective and thus to 
comprehend the complex tendencies and countertendencies which determine 
the working principles of the corporate system. This incapacity stems from the 
commitment to take for granted what is and from the failure to confront this 
reality with a concept of a more rational economic and social order the 
. attainment of which has been urgently placed on the agenda of our time. 

The resulting myopia of contemporary bourgeois thought affects the very 
foundations of economic theory and empirical research. What Marx 
recognized a hundred years ago as fetishization of both the conceptual 
apparatus of economics and its statistical categories has become more 
widespread, deeper, and more firmly entrenched. To be sure, such progress as 
has been made in a number of branches of academic economic theorizing has 
led to the dissolution of a number of misconceptions that not too long ago still 
constituted the normal stock-in-trade of economics teaching: the role of gold, 
the nature and significance of the public debt, the infallibility of the market— 
to mention some prominent examples. Yet the drive to defend and justify the 
irrationality inherent in monopoly capitalism has generated a web of new 
fetishes and rationalizations exceeding in its pervasiveness that which 
characterized the thought-processes of capitalism’s competitive phase. 


2 


An understanding of the mystifications involved can be perhaps best 
attained by centering attention on the capitalist economy’s principal 
phenomenon—the commodity. Considered superficially, there is nothing 
simpler than a commodity. It is any good and service that exchanges for 
money in the market, that people are prepared to buy, or what comes fo the 
same, in favor of which they are willing to forego the acquisition of another 
good and service. Since the capitalist system, based as it is on the division of 
labor and production for the market, is essentially characterized by the 





Bentham, Ricardo, and Adam Smith. Nevertheless there are occasions—the decade following 
World War II was an example—when it works, and quite brilliantly.” J. K. Galbraith, 
American Capitalism, Boston, 1952, p. 1. “Judged by net outturn results, American economy 
which is dominated now by big business has proved more productive than any in the world.” 
A. A. Berle, Jr., Power Without Property, New York, 1959, p. 3. 
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production of commodities, and since commodities are by definition things 
that people want (for otherwise why would they sacrifice other things to secure 
them?), the conclusion is easily reached that the capitalist system is a device 
for the satisfaction of human wants. Furthermore, since commodities are 
normally sold in a free market, the individual buyer is able to apportion his 
spending in such a way as to obtain his favored assortment of goods and 
services. The capitalist system is thus considered to be not merely an- 


" arrangement for the satisfaction of human wants, but to provide for their 


optimal satisfaction. This beneficial result is the outcome of the operations of 
individual firms. These firms all depend for their prosperity and indeed 
survival on their capacity to put on the market the commodities people want . 
and are willing to buy. The capitalist firm thus appears to perform the 
function of organizing the production of the kind of goods that people prefer. 
At the same time, competition among firms is held to assure that commodities 
are offered at the lowest possible price. For any other price would eliminate 
from the market the seller attempting to charge it, with his competitors taking 
over the business. Thus society is seen to be provided not ‘only with a 
composition of output corresponding to the tastes of the consumers, but also 
with a volume of output that is in keeping with the existing level of 
productivity. Nor is this all: forced by competition to minimize costs and ta 
promote productivity, the firm rewards the “factors of production” (the owners 
of land, capital, and labor-power) according to their contributions to output 
and organizes them in ever more productive ways and combinations. The 
result is that the largest possible and optimally structured output is.distributed 
so as to promote both justice and efficiency. 

To be sure, no reputable economist today would subscribe without 
reservations and qualifications to this stripped-down concept of the capitalist 
system. The reservations and qualifications may refer to so-called exogenous 
factors such as the prevailing distribution of wealth (and of income resulting 
therefrom), which may be recognized as not necessarily conducive to optimal 
satisfaction of human’ needs, or they’ may relate to what have been 
euphemistically called market imperfections which are acknowledged to 
prevent the realization of the competitive ideal. Nevertheless, improbable as it 
may sound, all bourgeois economics—including its most sophisticated 
vaniants—is reducible in the last analysis to this fundamental view of the 
nature of the commodity-producing process. And the natural corollary is 
obviously that, however ample may be the room for improvements, there is no 
need for any basic changes in the capitalist: order, which is thought of as 
uniquely capable of providing for the satisfaction of human wants. 

Accordingly, such criticism of this theory as may be found in some of the 
more refined treatments of the subject never goes beyond questioning some of 
the specific propositions involved, and invariably accepts that theory's basic 
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terms of reference. For the argument advanced in this book, however, it is of 
the utmost importance to realize clearly the nature and implications of those 
terms of reference themselves. Since it-is the satisfaction of the wants of the | 
individual that forms the cornerstone of the rationalization and justification of 
the capitalist order, the concept of the individual assumes controlling 
importance not only to bourgeois economics but to all bourgeois political and 
social thought. 

As can be readily seen, for the extent to which the wants of the individual 
are satisfied under any social order to provide the criterion by which that 
social order may be appraised, the nature of the individual and of his wants 

-itself must be thought of as determined independently of that social order. 
The man making economic, political, or any other decisions must be seen as 
autonomous—derwing his motivations, volitions and scales of preference from 
no one but himself, or, at any rate, from some source other than society. For if 
the individual’s wants, choices, and predilections were products of a social 
order, then the justification of that social order could hardly be based on its 
catering to such wants of the individual as it itself creates. , 

The difficulty is resolved if the view is adopted that was held by a long 
succession of philosophers and theologians whose thought was dominant until 
the sixteenth century that the source other than society providing the 
determinants of human ‘conduct is the will of God. This solution does not 
have much to recommend itself, however, if for no other reason than because it 
disposes of the entire problem without even facing it. If it be God’s will that 
governs the individual, then it could be assumed with equally good reason that 
society as a whole is so ordered as to correspond to God’s design, and the — 
rationalization of the social order as satisfying the individual’s wants could be 
dispensed with altogether. The revolutionary advance of “political theory 
which...with Machiavelli and Bodin, makes the relation of man to man, 
instead of the relations of man with God, the foundation of social enquiry” 
would be abandoned in favor of a return to theology. Although arguments 
along those lines are forcefully advanced by Catholic thinkers,’ and in a 
shallow form constitute the stock-in-trade of the spokesmen of what might be 
called crude conservatism, they are not held in high esteem by most 
economists whose intellectual background is liberalism and rationalism. 

Thus as the theological solution of the dilemma became untenable in the 
age of the scientific revolution and the advancing Enlightenment, bourgeois 
thought made an attempt to salvage the vitally important concept of the 


* Harold J. Laski, The Rise of European Liberalism: An Essay in Interpretation, London, 
1936 (second printing, 1947), p. 19. | j 

t See, in particular, John Courtney Murray, S.J., We Hold These Truths: Catholic 
Reflections on the American Proposition, New York, 1960, especially Chapter 13, “The 

rine Lives.” 
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autonomous individual independent of society by freeing it of all religious 
connotations and placing it on a more rational, more scientific basis. It put 
into its place what was taken to be a biological and psychological fact: human 
nature. Comprising a bundle of physical traits and psychic instincts of the. 
human species, human nature was postulated as invariant, and thus able to 
serve as a constant, universally agreed upon standard for judging the efficacy 
of any economic and social organization. This view which evolved in the age 
when the foundations of bourgeois ideology were laid, is probably best 
summarized in the statement of Hume: “Mankind are so much the same, in 
all times and places, that history informs us of nothing new or strange in this 
particular. Its chief use is only to discover the constant and universal principles 
of human nature.”” It is echoed in a remark of Voltaire: “Man in general has 
always been what he is. This does not mean that he has always had fine cities 
and so on: but he has always had the same instinct.. 

To be sure, the history of thought on this subiect displays a wide variety. of 
opinions on the specific properties and what constitutes human nature, and to 
those who considered it to be essentially “good,” the thesis of its invariance 
served as a basis for both social criticism and the construction of schemes of 
ideal social organizations in which the “true” human nature would be allowed 
to come into its own.’ Bourgeois economics, on the other hand, travelled a 
different course, and following the first major exponents of bourgeois-liberal 
thought, identified human nature “in general” with that of the man born, 
reared and living in the capitalist society. 

No less than later on with Bentham who, as Marx observed, “with the 
driest naiveté...takes the modem shopkeeper, especially the English 
shopkeeper as the normal man,”* do Hobbes and Locke equate the nature of 
man with that of their contemporaries in the already essentially capitalist 
England.! If Hobbes “to get the state of nature...has set aside law, but not 
the socially acquired behaviour and desires of men,” Locke was “generalizing 
some attributes of seventeenth-century society and man as attributes of pre- 
civil society and of man as such.” And if Hobbes hypostatized the capitalist 
society and the capitalist man into a “natural” society and a “natural” man, 
Locke went so far as to “attribute to the state of nature a commercial - 


* This and the following quotation are from R7V. Sampson, Progress in the Age of 
Reason: The Seventeenth Century to the Present Day, London, 1956, p. 75. 
t An outstanding example of this interpretation is Abbé Morelly's Code de la Nature 


‘which was erroneously attributed to Diderot, and in 1773 included in an edition of the latter's 


writings. This work greatly influenced Gracchus Babeuf and the philosophy of his Conspiracy 
for rasa See Philippe Buonarotti, Conspiration pour l'Égalité dite de Babeuf, Bruxelles, 
182 f 

: Man, Capital, Volume 1, Chapter 24, Section 5. 

t Sir John Clapham, A Concise Economic History of Britain from Earliest Times to 1750, 
Cambridge, 1949, p. 13. 
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economy, developed to the point where large estates (of thousands of acres) 
are privately appropriated for the production of commodities for profitable 
sale.”” 

This simple view of the matter could hardly be maintained, however, in 
the light of accumulating anthropological and psychological evidence. For 
while changes in human attitudes towards many aspects of life have come 
about slowly and unevenly, today there can be no doubt that the most far- 
reaching transformation of human characters, propensities, tastes, and habits 
have taken place in the course of history. The postulate of an invariant human 
nature coincidmg with the nature of capitalist man is thus no more tenable 
than that of an individual governed by the will of God. 

As a consequence, the present position of economics in this regard is more 
sophisticated. Eschewing unsupportable ontological assertions, it seeks now to 
preserve the traditional doctrine by casting it into the form of a useful working 
hypothesis. Without questioning the occurrence of important changes of men 
in the course of historical development, it insists on the permissibility, or, 
indeed, necessity of abstracting from such historic specificities, and on the 
concentration on what all men have had—and therefore must be expected to 
retain—in common.' These common traits are treated then as the essential 
elements of human nature, or, at any rate, as those that primarily matter to 
economic thought. The strength of this approach lies in the fact that there are 
in all probability some aspects of economic behavior that men have had in 
common regardless of the socioeconomic formation in which they have lived. 
“Yet,”—as Marx already noted—“if the most highly developed languages 
have laws and characteristics in common with the most undeveloped ones, 
then we must above all single out what constitutes their development, the 
deviation from the common and the universal. This...must be segregated so 
that the essential diversity is not forgotten in view of the unity which indeed 
derives from the fact. that the subject, mankind, and the object, nature, are the 
same. Forgetting this diversity, for instance, comprises the entire wisdom of 
modern economists who propound the eternity and harmony of existing social 
relations.”*! 


* C.B. Macpherson, The Political Theory of Possessive Individualism: Hobbes to Locke, 
Oxford 1962, pp. 22, 216, and 229. This incisive study is an invaluable contribution to 
understanding the foundations of bourgeois political and economic thought. 

t “It has sometimes been asserted that the generalizations of Economics are essentially 
‘historico-relative’ in character, that their validity is limited to certain historical conditions, and 
that outside these they have no relevance to the analysis of social phenomena. This view is a 
dangerous misapprehension.” Lionel Robbins, An Essay on the Nature and Significance of 
Economic Science, London, 1932; quoted from the 1948 printing of 2™ ed., p. 80. . 

* Grundrisse der Kritik der Politischen Ockonomie (Rohentwurf), 1857-1858, Berlin, 
1953, p. 7. [Editors Note: the translation here is from Paul Baran, which has been retained 
in this case because of its lucidity. An English translation of the entire work was subsequently 
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Bourgeois economics has sought an escape from this predicament by 
substituting the so-called “rational” individual for the mythical autonomous 
individual. As capitalist firms are seen to maximize their profits, individuals 
are considered to maximize their utilites. The implications of this postulate 
are very important: although neither autonomous nor free the individual in 
capitalist society is treated as being (at least ideally) capable of and indeed 
pushed towards rational behavior. In our “enlightened” age this has weighty 
ideological advantages. Since the notion of rationality is thought of not only as 
wholly unambiguous but as an absolute standard of perfection independent af 
time and space, the concept of the “rational” individual carries a strong 
connotation of desirability and praiseworthiness. And the obvious and 
significant -conclusion is that he who fails to comply with the precept of 
“rational” conduct is eo ipso “maladjusted,” a deviant to be consigned to the 
realm of social pathology. 

This device, however, does not solve the problem; it merely conceals it 
For the rationality to which reference is had, far from being “neutral” or 
“absolute,” is bourgeois rationality, the rationality of the capitalist market. In 
the words of Marx and Engels: “The bourgeoisie, wherever it has got the 
upper hand, has put an end to all feudal, patriarchal, idyllic relations. It has 
pitilessly torn asunder the motley feudal ties that bound man, to his ‘natural 
superiors,’ and has left remaining no other nexus between man and man than 
naked self-interest, than callous ‘cash payment.’ It has drowned the most 
heavenly ecstasies of religious fervour, of chivalrous enthusiasm, of philistine 
sentimentalism, in the icy water of egotistical calculation.” Accordingly, the 
“rational” individual, the homo economicus following the precepts of the 
felicific calculus and indefatigably engaged in maximizing his satisfactions and 


_ minimizing his pains, who takes the place of the “autonomous” individual in 


bourgeois economics, is nothing but the “capitalist man” produced and reared 
by the capitalist society, steeped in its mores and “adjusted” to its 
requirements.* Thus the circularity of bourgeois theorizing remains unbroken: 


published as Grundrisse: Foundations for a Critique of Political Economy, London, 1973, p. 


85.] 

* Cf. for instance Professor George Stigler’s statement: “To spum a goal such as 
maximum output is to spurn rational behavior.” “The Goals of Economic Policy,” The Journal 
of Business of the University of Chicago, July 1958, p. 172. 

t “Manifesto of the Communist Party,” Marx and Engels, Selected Works, Volume I, p. 
35. 

* The nature of the “rationality” involved is strikingly illuminated by an author who 
identifies himself strongly with the most advanced current of bourgeois rationalism: “Positivists 
do not disapprove of honest behavior, but they do disapprove of all religious and philosophical 
theories as to why men should be honest.... They are convinced that it usually pays well to be 
honest, friendly, industrious, thrifty, studious, helpful, abstemious, etc. etc.” Burnham P. 
Beckwith, Religion, Philosophy, and Science, New York, 1957, pp. 234-35 f. (italics added 
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the capitalist order cannot be justified by its capacity to satisfy the preferences 
of fhis particular species of “rational” man since this “rational” man is 
precisely one whose preferences and “values” are creations of the capitalist 
system itself. 

Although this basic contradiction has been inherent in bourgeois 
economics from its very beginning, it is only under monopoly capitalism that it 
is assuming the dimensions of an ideological crisis. The “secret” of this crisis 
is actually the secret of monopoly capitalism itself. While the notion of the 
rational individual which underlies all bourgeois economic reasoning always 
implied the individual possessed of bourgeois rationality, it must be realized 
that during the youth of the capitalist system that rationality constituted an 
essentially progressive attitude. “At last compelled to face with sober senses 
his real conditions of life, and his relations with his kind,”” the “capitalist 
man” represented a major step forward compared with his feudal predecessor. 
The concept of a calculating individual driven by self-interest and maximizing 
his satisfactions (and profits) not only depicted a man vigorously operating on 
the economic and social scene, but—what is most important—a man who was 
a powerful promoter of economic and social development, a mighty engine of 
economic growth. The image of the homo economicus was thus not only a 
useful “model” of reality, it also fulfilled an urgent hortative function: to 
induce people to behave in a manner conducive to the establishment and 
development of the capitalist system, which system in turn was expected to 
satisfy the wants of the people living under its sway. 

To be sure, the wants of the individuals to which capitalism was supposed 
to cater were the wants of the capitalist individual. But in the earlier phase of 
capitalist development it could legitimately be assumed that these wants 
coincided to a large extent with genuine human needs, and that the capitalist 
mode of satisfying them, all its inadequacy and cruelty notwithstanding, was a 
great improvement over preceding social organizations in which these needs 
remained so largely unattended to. Thus, while it was never feasible to 
overcome the theoretical difficulty arising from the fact that the “autonomous” 
or rational individual, who provided the principal pillar of the bourgeois 
defense and justifications of capitalism, was never anything but the product of 
capitalism itself, still the practical significance of this inconsistency was 
relatively small in the progressive phase of capitalist development. At that time 
bourgeois rationality was in fact the historically most advanced form of 
rationality: the preferences, desires, and “values” of the individual operating 
in the market were in harmony with the requirements of the individual and of 


to “pays well”). This proposition undoubtedly merits the highest compliment that could be 
paid any assertion by a positivist: it is readily refutable. 
. Marx and Engels, op. cit., p. 36. 
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society as a whole. 
Under such circumstances it was legitimate to assign secondary 
importance to the complex relations between human wants and human needs. 


- The elementary nature of most people’s wants—for food and clothing, shelter 


and sanitation, transportation and literacy—justified the assumption of a far- 
reaching correspondence between wants and needs. Not that the capitalist 
order and specifically the capitalist enterprise did not mold and direct the 
wants and preferences of people under competitive capitalism. But the 
crucially important difference between competitive capitalism of old and its 
current monopolistic phase is the manner in which human wants and the 
nature of the goods that serve to satisfy them are determined. Under 
competitive capitalism, prior to the emergence of the giant corporation and its 
giant sales effort, the evolution of wants and the development of the 
commodities which both shaped and satisfied them was an elemental, quasi- 
natural process propelled by competitive interaction of all capitalist enterprises 
and by a conscious effort of none. Just as the price ruling in the market was a 
datum to the individual firm, so were the physical properties of the 
commodities which it produced and sought to sell. This is quite different in 
the case of the monopolistic producer. The purpose of his sales effort is no 
longer merely to promote the sales of commodities the function of which is to 
satisfy human needs prevailing at any given time. The purpose of his sales 
effort is to create wants which will generate the demand for his product. The 
monopolistic producer is thus not only in a position to manipulate the price 
and the volume of his output, he can also adapt the physical properties of his 
product to the requirements of his sales effort. The sales effort, in other words, 
develops from an auxiliary of the production process into an integral, and 
indeed decisively important part of it. What can be sold is no longer what is 
produced; on the contrary, what is produced is what it is possible to sell. In 
such a setting the molding of human wants and the designing of products to 
satisfy them cease to be a result of the objectified forces of the market and 
become the outcome of a conscious manipulative effort on the part of a 
relatively small number of monopolistic corporations. 

The consequence of that effort, as we have already seen in Chapter 5 
[The Sales Effort], is an interpenetration of sales and production endeavors. 
This interpenetration renders the distinction between the two increasingly 
problematical, and introduces uncertainty and ambiguity into the very concept 
of a commodity. It can no longer be assumed, as it once could, that the things 
which are bought and sold in the market serve to satisfy genuine human needs. 
In any given case, we may only be witnessing proof that some giant 
corporation has succeeded in generating a perfunctory want. The significance 
of this can hardly be exaggerated. As long as the need-satisfying quality of 
commodities could be taken for granted, all that mattered in terms of human 
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welfare were the volume and distribution of output. There was no question 
about the approximate appropriateness of the physical composition of output. 

Whatever validity these propositions may have had has been markedly 
reduced, if not altogether destroyed, in capitalism’s current monopolistic 
phase. If in the age of competition the “fictio juris that prevails, that every one, 
as a buyer, possesses an encyclopedic knowledge of commodities,” this is 
certainly no longer the case when we come to monopoly capitalism. Not only 
is there no possibility of assuming an “encyclopedic knowledge of 
commodities” on the part of the consumer, there is every reason to consider 
the consumer under monopoly capitalism as being exposed to a systematic 
dissemination of .calculated ignorance, and to be subject to’ a planned 
campaign of all-pervasive obfuscation. With the individual’s wants being 
“highly elastic—to be extended or shrunk at the whim of those who manage 
the systém,”* it becomes meaningless to treat his “revealed preferences” as 
indices of human needs. During both the competitive and the monopolistic 
phases of capitalism output has been produced with a view to the realization 
of profit. Dunng both historical phases the realization of profit has been 
predicated upon the output satisfying some human wants. It is only under 
monopoly capitalism, however, that the connection between wants and needs 
is fatally severed; that the satisfaction of wants tends to bear a diminishing 
relation to the requirements of human welfare; that with a large and growing 
share of total human effort directed towards waste and destruction, bourgeois 
rationality turns into its opposite and becomes the organizational principle of 
regression. 


3 


The development which we have been examining had a devastating impact 
on bourgeois economics. That it has effectively undermined its overall 
ideological function—of defending and justifying the capitalist order—is 
clearly recognized by Professor Mason: “With the growing importance of 
product variation and selling efforts and with the development of increasingly 
close relations between the large corporations and the instrumentalities of 
mass communication, it becomes more and more difficult to prop up the 
‘wasting concept of consumer sovereignty. But, though this monarch is 
obviously on the way out, his successor is still to be found. The attack on the 
capitalist apologetic of the nineteenth century has been successful, but a 
satisfactory contemporary apologetic is still to be created.”* 

What is less clearly realized is the damage suffered by nearly all the 


* Marx, Capital, Volume 1, Part 1, Section. |. 
t Edward S. Mason, “The Apologetics of Managerialism,” loc cit., p. 9. 
t Ibid., p. 11. : 
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specific categories of traditional economic theory. With a large share of the 
output no longer satisfying human needs but catering to the manipulated 
wants of the producing corporations’ captive clientele and to the requirements 
of militaristic governments, it becomes increasingly uncertain as to what 
significance should be attached to variations in aggregate product. It is ironical 
but most characteristic of the present state of economics that the marked 
improvement of technical proficiency in measuring changes of national 
product and income is accompanied by a no less pronounced decline in the 
meaning. of the concepts themselves.” Correspondingly, as an important 
proportion of total human effort is devoted to the production of goods the 
demand for which is artificially generated by profit-seeking corporations, the 
rationality and productivity of the effort itself can no longer be taken for 
granted.’ And again, it is most remarkable (and by no means fortuitous) that 
under present conditions, which give to the distinction between productive and 
unproductive labor unprecedented significance, this distinction is 
uncompromisingly ruled out as “unscientific” by dominant economic thought. 
Alongside the always central problem of the distribution of output among 
social classes, there now arises the no less important question of the 
distribution of output between rational utilization and waste, between 
productive and destructive employment. Yet this latter distinction is taboo in 
bourgeois economic theorizing, while vast amounts of energy and ingenuity are 
spent on not overly illuminating researches into the former. 

The situation is no better if we turn to other key concepts of economic 
theory. When the price of a commodity loses whatever relation to real cost it 
may have had under competition, and becomes to a considerable extent an 
index of the degree of monopoly power enjoyed by its seller, that price cannot 
possibly serve as a measure of relative scarcity and as a valid criterion for the 
rational allocation of resources. As pointed out by Kalecki, “it is indeed 
paradoxical that, while the apologists of capitalism usually consider the ‘price 
mechanism’ to be the great advantage of the capitalist system, price flexibility 
proves to be characteristic of the socialist economy,” * and—we may add— 
gets all but lost under monopoly capitalism. 

Or consider the meaning and function of profits. As long as the rate of 
profit earned by capitalist enterprise could be regarded as indicating, if ever so 
approximately, productive efficiency and capacity to satisfy consumer demand, 


* Cf. Moses Abramovitz, “The Welfare Interpretation of Secular Trends in National 
Income and Product,” Moses Abramovitz and others, The Allocation of Economic Resources, 
Stanford, 1959, pp. 1-22. ; 

t Cf. the perceptive remarks on this point in Paul Goodman, Growing Up Absurd, New 
York, 1960 passim, but in particular Chapter. 1. 

t Theory of Economic Dynamics, London, 1954, p. 63. 
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and the equalization of the rates of profit could be thought of as a mechanism 
for shifting resources from less productive to more productive employment, 
profit could be treated as an imperfect but nonetheless indispensable 
mechanism for the regulation of the capitalist economy. Such treatment is 
surely inappropriate when the magnitude of profit is determined in 
monopolistic markets and depends on such factors as the volume of selling 
costs, the monopolist’s public relations policy, the extent of monopolistically 
shielded inefficiency, skill in procuring armaments contracts or other 
governmental favors; and when the equalization of profits (and migration pf 
capital from one industry to another) is effectively blocked by variable but high 
and rising barriers to entry. 

Nor is it possible under monopolistic conditions to use in an unambiguous 
way the notion of investment. Treated as a synonym of accumulation of 
physical capital (plant, equipment, but also stocks of raw materials and 
finished products), the term investment connoted in economic literature an 
increase in society's productive potential, a strengthening of what Marshall 
called its “mechanical arm.” This is what the word still suggests in socialist 
countries and in underdeveloped capitalist countries. But what meaning is 
there to be attached to it in monopoly capitalism when a vast proportion of 
total “investment” is directed towards advertising and building up trade- 
marks, towards construction of sumptuous palaces housing the executive 
offices of giant corporations, towards development of so-called research 
departments the chief function of which is frequently the discovery of new 
methods of marketing and product vanation? And what progressive part is 
played by investment in ever new factories producing means of mass 
destruction? 

To be sure, as far as short-term fluctuations of national income are 
concerned, it makes little difference into which channels investment outlays 
flow and what their physical counterparts are. Digging ditches and filling 
them up again is from that standpoint as good as building factories.” In fact, 
the former is preferable since it does not, as the latter does, expand existing 
excess capacities and thus set up roadblocks to future investment. It is clear, 
however, that to the country’s long-term economic and cultural growth it 


* “In so far as millionaires find their satisfaction in building mighty mansions to contain 
their bodies when alive and pyramids to shelter them after their death, or, repenting of their 
sins, erect cathedrals and endow monasteries or foreign missions, the day when abundance of 
capital will interfere with abundance of output may be postponed. “To dig holes in the ground,’ 
paid for out of savings, will increase, not only employment, but the real national dividend of 
useful goods and services. It is not reasonable, however, that a sensible community should be 
content to remain dependent on such fortuitous and often wasteful mitigations when once we 
understand the influences upon which effective demand depends.” John Maynard Keynes, The 
General Theory of Employment, Interest and Money, London, 1936, p. 220. 
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makes a vast difference whether the part of economic surplus that goes into 
investment is devoted to the enhancement of its productivity or 1s sacrificed on 
the altar of corporate profit maximization. 

Equally serious is the question whether the conventional notions about the 
possibility of income redistribution and resource allocation as between the 
private and the public sector have any significance under monopoly 
capitalism. If monopolistic enterprises are in a position to shift a sizable 
proportion, if not all, of their tax load onto the consumer, if, in other words, 
taxes tend not to affect the profits of giant corporations but chiefly wages, 
salaries and profits earned in the competitive branchés of the economy, what is 
left of the time-honored theory of the incidence of taxation and of the 
programs for social reform under capitalism which are to be attained by means 
of taxation? 

These examples of the incapacity of bourgeois economics to deal with the 
issues raised by monopoly capitalism could be elaborated and multiplied. We 
believe, however, that enough has been said to support our contention that a 
comprehension of the laws of motion of monopoly capitalism is predicated not 
merely upon placing monopoly at the center of the analytical stage, but also 
upon an uncompromising readiness to jettison the fetishistic concepts and 
notions which conceal in an impenetrable fog the crucially important processes 
unfolding in our society. 


4 


While thus most of bourgeois economics not only fails to offer an approach 
to an understanding of monopoly capitalism but actually tends to obscure the 
nature of the issues involved, the situation is quite different when we come to 
Marxian economic theory.* Although very much in need of further 
development and elaboration, and although containing elements which have 
lost much of their relevance under present conditions, it constitutes the only 
basis from which it is possible to visualize the overall functioning of the 
“corporate system.” Here, as in so many other cases, the proof of the pudding 
lies in the eating and may be at least partly supplied, if the present volume 
should succeed in shedding some light on the working principles of a Big 
Business-dominated society. What calls for some extended discussion, 
however, is a concept which is central to both Marxian economic theory and 
our attempt to analyze monopoly capitalism. This concept is “economic 
surplus” and it may well be asked, why we complicate matters by introducing 
an unfamiliar expression instead of relying on the conventional terms “profits” 
and “surplus value.” The terminological question reflects a most important 
substantive problem. ; 

Little needs to be said about the inadequacy of the category profits for the 
purpose of the present analysis. For while being a most important economic 
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variable deserving of attentive study in some contexts (particularly in 
connection with short-term fluctuations of national income and employment), 
profits constitute only a part of the larger aggregate which, we think, needs to 
be examined for the understanding of economic and social development. This 
was clear to Adam Smith, and in this regard as in many others the evolution 
of economic theory has been pronouncedly retrograde. Indeed, treating profits 
as reward for enterprise, ground rent as “yield”: of land, interest as 
compensation for “waiting,” “abstinence,” or “risk-bearing,” and mercantile 
revenues as somehow exuding from the process of distribution or trade, or 
agnostically taking all these income streams for granted and refraining from 
exploring their origins, bourgeois economics has been to this very day 
obscuring the nature of the mainspring from which all these revenues flow. 

This mainspring is captured in Marx’s fundamental concept of “surplus 
value.” It offers, in fact, as Engels claimed, the “key for the understanding of 
the entire capitalist production” but only “provided you knew how to use it.”” 
But it would be indeed nothing short of a miracle if the key capable of 
opening the door to the understanding of capitalism in the competitive stage 
would fit equally well the much more complicated lock barring the way to the 
comprehension of its modus operandi in the monopolistic stage. To serve the 
latter purpose, it needs some refinements. 

Stripped down to the barest essentials, the Marxian theory of surplus 
value postulates the following: In the capitalist economy a good (or service) 
becomes a commodity on the strength of two characteristics. First, because it 
possesses use value, i.e. the capacity to satisfy a human want, and secondly, 
because it has exchange value, i.e: the ability to provide its owner with a quid 
pro quo in the form of other commodities. Whereas use value derives from the 
physical quality of goods and services, exchange value is something which 
goods and services acquire only in an economy based upon division of labor 
and which turns them under capitalism into commodities. Thus having use 
value is a necessary but not sufficient condition for an object’s possession of 
exchange value. It can have the former without the latter; it cannot have the 
latter without the former. 

The use values of goods and services, referring as they do to their ability to 
gratify human desires are not quantifiable and therefore not commensurate. 
Moreover, denoting a relation of men to things, they are subject to 
psychological study but are of no direct relevance to political economy the 
concern of which is the social interrelation of men. Yet under capitalism this , 
social interrelation takes chiefly the form of an interrelation of things, and the 
interrelation of things under capitalism expresses itself in their exchange 
values. 


* Engels, Preface, in Marx, Capital, Volume 2. 
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The exchange value of a commodity is determined by the quantity of labor 
socially necessary for its production. The qualification “socially necessary” is 
crucial and has two distinct connotations. In the first place, the effort 
expended in the production of a unit of output must be such as to correspond 
to the technologically determined (and competitively enforced) average 
productivity prevailing in the industry in question. Labor expenditures in 
excess of that average are disregarded by the market, with the producers 
involved thus placed under pressure to increase their productive efficiency; 
while labor savings by comparison to that average yield a differential gain on 
over-average productivity—a fleeting advantage disappearing as soon as other 
producers emulate the leading ones. Secondly, the aggregate labor input in 
the production of a given commodity must be such as to yield a quantity of 
output that corresponds to the market demand for it. The allocation of labor 
to the production of a quantity of a commodity that is in excess of the market 
demand—even if the labor applied to a unit of output is socially necessary in 
the first, technological sense—leads to a depreciation of the commodity in 
question with the result that in this case also the excessive labor input is 
disregarded in the market and the producers are thus induced to curtail their 
production. Conversely, the production of a commodity in a quantity 
insufficient to meet the existing demand leads to an appreciation of that 
commodity with a differential gain accruing to its producers and leading in 
due course to an expansion of output.” 

What applies to commodities in general, applies also with certain 
modifications to what might be called the principal commodity entering the 
capitalist market: labor power. Its value is also determined by the labor 
socially necessary for its production, although this relation is more complicated 
than in the case of other commodities. One aspect is unproblematical: the 
lower the value of the commodities required for the production and 
reproduction of labor power (wage goods broadly speaking), the lower the 
value of labor power itself and vice versa. But what is the quantity of 
commodities that is “socially necessary” for the production and reproduction 
of labor power?! That quantity is determined by both natural and historical . 
factors; it differs from country to country and from one period of historical 


* Thus while the volume of aggregate demand in the market as well as its general structure 
(producers goods, wage goods, and goods consumed by capitalists) are determined by forces 
studied in the Marxian analysis, the specific composition of the basket bought in the market, i.e. 
the nature of what in economic literature has been referred to as “tastes” as well as the shapes 
of the demand curves for individual commodities are outside the purview of Marxian 
_ economics. 

t This question is complicated further by the problem: what size family is included in what 
the worker is required to support by the proceeds of the sale of labor power. 
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development to another.” That it should provide the bare physiological 
minimum to the worker and his family actually represents a special case under 
the general rule, a case corresponding to an early, low stage of capitalism. 
What renders this case very important; however, is that it focuses attention on 
the central tenet of the theory, namely that the value of labor power is 
determined by the value of a historically changing but at any particular time 
definite quantity of wage goods, and that value constitutes in any given place 
and at any given time an irreducible minimum." As we shall see later on, this 
aspect of the theory of surplus value is essential to Marx’s entire argument. 
Like any person paying in the market the exchange value of a commodity, 
the capitalist buying the commodity labor power acquires the enjoyment of its 
use value. And this brings us to the heart of the doctrine. The use value of the 
commodity labor power in the hands of its consumer is of an exceptional 
nature: it consists of the capacity to produce exchange value, and what is 
more, an exchange value that is larger than it embodies. In other words, the 
exchange value of the commodities socially necessary for the production and 
reproduction of labor power for a period of, say, one day or one week is 
smaller than the exchange value created by the use of that labor power during 
the same period. In the time which constitutes the difference between the 
hours which the worker works for the capitalist and the hours required for the 
production of the wage goods he receives, the worker produces surplus value. 
As can be seen, the emergence of surplus value is not seen as due to injustice, 
unequal exchange, or frictions resulting from disequilibrium. On the contrary, 
surplus value arises under equilibrium conditions of equivalent exchange, owes 
its existence to the fact that the commodity labor power has to the capitalist 
buyer a use value which consists of it being able to generate more exchange 


* “The actual value of his labor-power differs from this physical minimum: it differs 
according to climate and condition of social development; it depends not merely on the 
physical, but also on the historically developed social needs, which become second nature.” 
Marx, Capital, Volume 3, Part 7, Chapter 50. 

t “But in every country and at any given period this regulating average wage is a given 
magnitude. The value of all other revenues thus has its limit. It is always equal to the value, in 
which the total working day is incorporated...minus that portion of this working day, which is 
incorporated in wages.” Ibid. It is therefore wrong to say: “If the level of real wages is permitted 
to increase with time, then the Marxian theory becomes indeterminate, or reduces to the simple 
tautology—capitalist income consists of that proportion of the product that does not go to labor. 
Hence, the applicability of the Marxian analysis hinges on the assumption of a constant long- 
run real wage rate.” Paul Davidson, Theories of Aggregate Income Distribution, New 
Brunswick, New Jersey, 1959, p. 17. What matters to the Marxian theory is not whether the’ 
level of real wages drops, increases, or remains constant over time; decisive is whether or not the 
level is irreducible at any given time, i.e. determined by the ascertainable value of labor power. 
[Editor’s Note: the last part of this sentence, beginning with “i.e.,” was deleted by Sweezy on 
the grounds that its meaning was not clear, but it hag been retained here because of the 
importance of the point to the overall argument.] 


46 ANALYTICAL MONTHLY REVIEW/ JULY-AUGUST 2012 


SOME THEORETICAL IMPLICATIONS 


value than it contains. It is as “just” or as “unjust” as the capitalist system 
itself.” 

The question which immediately arises and which some writers believe to 
be very damaging to the concept of surplus value is why the worker should be 
content to sell his labor power for its exchange value rather than insist on 
getting the exchange value which the employment of his labor power creates. It 
has been argued that under conditions of competition the latter demand of the 
worker would have to be satisfied because employers would bid up the prices 
paid to the worker for his labor power, with the result that all of the surplus 
value produced would accrue to the worker himself. This argument is 
fallacious because it abstracts from essential aspects of capitalism. Indeed, for 
such bidding-up to take place, the demand for labor power must exceed its 
supply, i.e. the number of job-vacancies must be constantly (and substantially) 
larger than the number of job-seekers. Yet under capitalism, demand for labor 
power is exercised only with a view to the appropriation of the surplus value 
which the use of labor power generates. Should the buyer of labor power be 
unable to acquire surplus value as a result of his purchase, the transaction 
would be pointless to him. But for the use of labor power to be capable of 
resulting in the production of both the value of labor power itself and surplus 
value, it must be organized on a certain minimum level of efficiency. Given 
any value of labor power, the higher that level of efficiency, the larger is the 
share of labor time that creates surplus value. Therefore only those who are in 
possession of productivity-increasing means of production can be interested in 
buying labor power in the market. 

Thus the demand for labor power depends not simply on the desire of 
individuals to secure a commodity in the market which can yield surplus value 
to its buyer. This demand, like all demand in the capitalist economy, must be 
effective demand, i.e. it must be backed up by adequate purchasing power. In 
the case of labor power, however, demand is rendered effective not merely by 
the capacity to pay the exchange value of labor power—this is sufficient for 
the acquisition of the labor power of a .servant—but the disposal over a 
quantity of means of production which would assure that labor power bought 
and used would produce its own value as well as surplus value for the buyer. 
In other words, the demand for labor power is limited by the availability of 





* Indeed, it is this peculiarity of the commodity labor power which accounts for the bulk of 
the demand for it in the capitalist economy. The labor power of a domestic servant, on the other 
hand, has use value to him who buys it but yields no surplus value because that use value is nat 
“consumed” in the production of exchange value but in the gratification of the buyer's wants. 
The domestic servant may be underpaid and overworked by prevailing standards, and thus 
severely exploited; the fact of exploitation does not imply the creation of surplus value. 
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capital to the*would-be buyer.” Consequently the aggregate demand for labor 
power is circumscribed by the prevailing level of technology and the aggregate 
quantity of the means of production at the disposal of the capitalist class at 
any given time. 

There is still, however, a large gap in the argument. We have seen that the 
capitalist who is in possession of the necessary means of production can buy 
labor power in the market provided the use of labor power reproduces its own 
value and in addition yields surplus value to the capitalist. But how much 
surplus value is needed to render this transaction attractive to the capitalist? 
There is no definite answer to this question. There is obviously always “room 
at the top,” and the more surplus value can be realized, the stronger thé urge 
of the capitalist to buy labor power. When it comes to the floor below which 
surplus value cannot fall, if the capitalists’ demand for labor power is not to 
decline or even disappear, its location has been rather flexible.* To be sure, 
there are a number of factors which enter into the determination of that floor. 
Investing in plant and equipment, buying raw materials, and contracting for 
labor power is a risky enterprise. The surplus value which the capitalist 
expects to realize must therefore be large enough to induce him to incur the 
risks and uncertainties involved. Moreover, since it is possession of capital that 
enables the capitalist to purchase labor power in the market and to secure 
` surplus value, the disposal over capital commands a price—the rate of 

interest—even as disposal over land suitable for use commands rent. 
Similarly, the sale and distribution of products involve costs 4nd give rise to 
profits accruing to merchants. Although all of these—interest, rent, and 
mercantile profit—constitute nothing but shares of surplus value claimed by 
moneylenders, land owners, and traders, to the individual capitalist their 
magnitude at any given time is as much a datum as the value of labor power, 
and has to be considered as such in calculating the amount of surplus value 
required to induce him to demand labor power in the market. In addition 
there is what might be called a strictly conventional element to be taken into 
account: the rate of return that a capitalist is accustomed to receiving under 
the general conditions prevailing in his society. This convertional rate of 
return has varied over the life-span of capitalism, and is probably lower now in 
advanced capitalist countries than it used to be a couple of centuries ago or, 
- for that matter, still is in most backward capitalist countries. 

It is important to note, although in the present connection we need not do 
more than note, a further relation between the magnitude of surplus value and 
the demand for labor power. This relation is established by the fact that it is 


* The amount of capital required for the’ employment of a laborer depends on the 
prevailing level of technology (and the value of the quantity of capital goods needed for the 
productive employment of a worker), i.e. on the minimum productivity that is necessary to 
produce the value of labor power and surplus value for the capitalist. 
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the surplus value currently produced and accumulated which constitutes the 
source of additional capital needed for the acquisition of additional labor 
power by the capitalists. Thus the larger the magnitude of surplus value, the 
larger is not only the inducement of the capitalist to buy labor power but also 
the larger the amount of additional capital available for the purpose.” 

Thus in a capitalist economy the bidding for labor power on the part of 
the would-be buyers takes place within more or less definite limits. These 
limits are set by the availability of capital to the capitalist class, by the 
prevailing level of technology and productivity accounting for the amount of 
capital required per worker, and by the magnitude of the surplus value 
extractable from the purchase of labor power, with the last-mentioned factor 
determining both the intensity of the inducement to purchase labor power and 
the rate of capital accumulation that serves to support the expansion of the 
demand for it. 

Matters are no less complex when it comes to the supply of labor power. 
There is first of all the simple but decisive fact that under capitalism the vast 
majority of people have no means of production of their own, are therefore 
incapable of producing their sustenance, and are accordingly compelled to 
compete with each other for opportunities to sell their labor power. The 
number of such people is continuously on the increase: through the growth of 
population as well as through the progressing expansion of the capitalist mode 
of production, i.e. the displacement of the less productive artisan, farmer, 
merchant, etc. by the concentrated, more efficient, and technologically 
advanced units of production. This displacement not only enlarges the 
number of those who are offering their labor power for sale on the market but 
gives rise to technological unemployment within the industnal labor force by 
substituting machines for labor. Advances in technology produce new 
inducements to the capitalist to introduce labor-saving devices, and cause the 
emergence and re-emergence of what Marx called the “industrial reserve 
army.” Thus there is a strong tendency for the reservoir of available labor to 
be regularly replenished, not for fortuitous reasons but owing to the very 
nature of the process of capital accumulation. While increases in the value of 
labor power reinforce’ that tendency by stimulating the introduction of labor- 
saving machines, there are also counteracting forces at work which reduce the 
excess supply of labor power. The legal prohibjtjon or curtailment of child 
labor, the slow but steady decline in the length of the work week, earlier 
retirement of the aged, and withdrawal of a larger number of women from the 
labor force, as well as institutions such as paid vacations all cause a lesser 


* This gives rise to a certain self-correcting process: the larger the rate of surplus value, the 
larger the demand for labor power, the higher therefore the price of labor power, and 
accordingly the stronger tendency towards a decline of surplus value. 
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number of labor hours to be offered for sale in the market. Nevertheless 
historical experience thus far presents only rare, short, and usually war- 
connected, phases of actual labor shortage. The normal condition in capitalist 
economies has been a more or less severe surplus of labor power in relation to 
demand, with the result that competition among workers for jobs rather than 
bidding up of labor power among capitalists has been the dominant feature of 
the labor market. Under such conditions workers cannot possibly aspire to 
appropriate the surplus value which their labor power creates. 

This thumbnail sketch leaves out of account a number of important aspects 
of Marx’s theory of surplus value, in particular the problem of the distribution 
of the aggregate surplus value produced in society among the individual 
capitalist enterprises participating in its generation. Governed by the 
competitive process of equalization of the rates of profit and the resulting 
transformation of values into prices, this set of relations plays a major part in 
Marx’s understanding of the mode of operation of the capitalist system. While 
we will have to return to some aspects of this matter, we may leave it aside at 
this stage of our discussion, because what we are concerned with now is 
neither the apportionment of aggregate surplus value among the individual 
capitalist firms nor the process of price formation through which the 
apportionment takes place. Our interest at the moment centers on the 
magnitude of surplus value, the mechanism of its generation, and the mode of 
its utilization. It is central to the argument developed in this book that the 
transition of capitalism from a competitive to a monopolistic structure has 
wrought such important changes in all of these relations, that they must be 
subjected to a new analysis. 

During the earlier, competitive phase of capitalist development, the 
aggregate surplus value produced by society in any period of time could be 
considered to be a fairly narrowly circumscribed magnitude. It is the difference 
between the national output of a given period (net of replacement of means of 
production and raw matenals used up in the process of production) and the 
aggregate value of labor power consumed in the generation of that output. 
Reckoning in value terms and assuming that wages correspond to the value of 
labor power, the aggregate surplus value is the difference between the value of 
aggregate net output and the aggregate wage bill. Leaving aside transactions 
with foreign countries, it is this surplus value aggregate, which, under 
competitive conditions, is the source of the manifold forms of non-labor 
income: industrial and mercantile profits, rent, interest, salaries of government 
employees, soldiers, domestic servants, and so forth. Indeed, apart from 
“returns” on swindle, thievery, and the like which are distributed at random 
and cancel out, there is in society no other source of proprietary or 
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entrepreneurial incomes. To the extent to which there are firms in the system 
that enjoy some degree of monopoly power, their monopoly profits affect only 
the distribution of the surplus value aggregate among capitalist firms but not 
the distribution of aggregate output between labor income and surplus value.‘ 

For this to be true, however, the value of labor power must be definite, 
and, what is most important, al any given time an irreducible magnitude." In 
other words, the quantity of wage goods received by the worker in exchange 
for his labor power must be fixed within narrow limits by the necessary 
minimum of subsistence, however defined. As we have seen, this does not 
imply a physiological subsistence minimum, and is fully compatible with what 
Marx called the “socially necessary” living standard of the worker. But it does 
require that the quantity of wage goods received by the worker should really 
be socially necessary, i.e. that in its absence the supply of labor power would 
not be forthcoming in the required quantity and/or quality. Under such 
circumstances, with a given number of workers, aggregate surplus value can 
increase or decline only if the productivity of labor increases or declines, or if 
the number of labor hours supplied for a given wage increases or declines. 

But as the price of labor power (the level of wage) rises in the course of 
capitalist development to a level significantly higher than the socially necessary 
minimum, matters become much more complicated. The value of labor power 
ceases to be a definite irreducible magnitude, it becomes rather a flexible 
quantity susceptible to significant variations. Monopolistic profits can be 
earned under such circumstances not merely by the monopolists’ redistributing 
the aggregate surplus value in their favor, but by increasing what is 
appropriated by the capitalist class beyond the surplus value aggregate by 
means of a price policy that reduces the real wages of labor.* 


* Tt should be clear that the rejection of the labor theory of value and the substitution for it 
of any alternative concept of bourgeois economics (such as marginal productivity, “mark-up,” 
etc.) does not affect this proposition in the least. All that such substitution can possibly achieve 
is either a different explanation of the distribution of the national product between capital and 
labor, or a set of propositions calculated to justify the receipts of capitalists as representing a 
“natural” reward for capital’s contribution to aggregate output. 

t As Marx put it: “The monopoly price of certain commodities would merely transfer a 
portion of the profit of the other producers of commodities to the commodities with a monopoly 
price. A local disturbance in the distribution of the surplus-value among the various spheres of 
production would take place indirectly, but they would leave the boundaries of surplus-value 
itself unaltered.” Capital, Volume III, Part VII, Chapter 50. 

* This point is made by Piero Sraffa in a somewhat different context: “We 
have...regarded wages as consisting of the necessary subsistence of the workers and thus 
entering the system on the same footing as the fuel for the engines or the feed for the caule. We 
must now take into account the other aspects of wages since, besides the ever-present element of 
subsistence, they may include a share of the surplus product. In view of this double character of 
the wage it would be appropriate, when we come to consider the division of the surplus between 
capitalists and workers, to separate the two componen} parts of the wage and regard only the 
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Marx referred to this increase as “profits by deduction” and considered it 
to be a fleeting and negligible phenomenon.® In a phase of capitalist 
development in which on the one hand wages were irreducible (at or near the 
subsistence minimum) and on the other hand competition was the prevalent 
form of the market structure, such “profits by deduction” could have been 
legitimately disregarded or assigned merely secondary importance. At the 
present time, however, when wages are markedly above the irreducible 
minimum and when the bulk of output is sold at monopolistic prices, “profits 
by deduction” assume a major significance and can no longer be considered to 
constitute a source of merely minor variations of the surplus value aggregate. 
This means, however, that the magnitude of the surplus value aggregate is no 
longer determined (everything else being equal) by the value of the aggregate 
labor power employed and its productivity. The division of the national 
product between surplus value and wages is then no longer established in the 
process of production alone, but also in the process of circulation.” 

Correspondingly, to the extent to which monopolistic firms are able to shift 
their vast selling, advertising, and administrative costs as well as a more or less 
sizable proportion of their tax load onto the wage-earning consumers, the costs 
of maintaining advertising agents, salesmen, and the like as well as the costs of 
the government's civilian and military establishment can no longer be 
considered as pure and simple drawings on the surplus value aggregate. They 
too are supported to a greater or lesser degree by a process of “deduction.”® 

As can be readily seen, this difference between what we call “economic 
surplus” and aggregate surplus value is the result of the ascendancy of 
monopolistic enterprise and of the historical rise in the level of wages, leading 
to the incorporation in wages of a “surplus” element. There is, however, a 
further difference which stems from what was previously termed the 
interpenetration of the sales and production endeavors, a phenomenon that is 
a novum to both bourgeois and Marxian economics. 

Not that Marx neglected in his analysis of the capitalist process the costs 
of distribution. On the contrary, they received full attention, and were treated 


‘surplus’ part as variable; whereas the goods necessary for the subsistence of the worker would 
continue to appear with the fuel, etc., among the means of production.” Production of 
Commodities by Means of Commoditics: Prelude to a Critique of Economic Theory, Cambridge, 
1960, pp. 9 ff. i 

* “If a commodity with a monopoly price should enter into the necessary consumption of 
the laborer, it would increase the wages and thereby reduce the surplus-value, if the laborer 
would receive the value of his labor-power, the same as before. But such a commodity might 
also depress wages below the value of labor-power, of course only to the extent that wages 
would be higher than the physical minimum of subsistence. In this case the monopoly price 
would be paid by a deduction from the real wages (that is, from the quantity of use-values 
received by the laborer for the same quantity of labor) and from the profit of the other 
capitalists.” Capital, Volume 3, Part 7, Chapter 50. 
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either as a part of the normal costs of production (transportation, storage, 
crating, packaging, etc.) or as a deduction from the surplus value created in 
the industrial process (profits of merchants, middlemen, agents, etc.). Yet his 
approach to the matter was limited by two assumptions which were basic to 
this aspect of his theory. One was that “profits by deduction,” to which 
reference was had before, cannot be but negligible in view of the irreducibility 
of the prevailing wages; and the other, that the process of distnbution and the 
sales costs related to it constitute, as it were, an independent superstructure 
resting upon the process of production. In other words, in this context he 
treated commodities produced as standard goods possessing a clearly defined 
use value, with the cost of distribution being incurred in order to realize their 
exchange value. The nature of the use value did not require consideration. All 
that matters for the realization of the commodity’s exchange value is that it 
should satisfy human wants “whether, for instance, they spring from the 
stomach or from fancy”’—with the important proviso that those wants are 
associated with adequate effective demand. So weighty, indeed, is this proviso 
that Marx’s analysis of the working principles of capitalism was concerned 
primarily with the exploration of the factors determining the volume, the 
fluctuations, and the distribution of income which is the measure of effective 
demand. 

This is not to suggest that Marx took a static view of the nature of human 
wants. Beginning with his earliest writings, he repeatedly drew attention to the 
historical mutations of the standards of utility and therefore of the physical 
properties of what constitutes an object of utility or use value.* Nor did he fail 





* Capital, Volume 1, Part 1, Chapter I, Section 1. 

t The following passage written in 1857 summarizes his brilliant insight and is worth 
citing in its entirety: “Hunger is hunger, but the hunger gratified by cooked meat eaten with a 
knife and fork is a different hunger from that which bolts down raw meat with the aid of hand, 
nail and tooth. Production thus produces not only the object but also the manner of 
consumption, not only objectively but also subjectively. Production thus creates the 
consumer...Production not only supplies a material for the need, but it also supplies a need for 
the material. As soon as consumption emerges from its initial state of natural crudity and 
immediacy—and, if it remained at that stage, this would be because production itself had been 
arrested there—it becomes itself mediated as a drive by the object. The need which 
consumption feels for the object is created by the perception of it. The object of art—like every 
other product—creates a public which is sensitive to art and enjoys beauty. Production thus not 
only creates an object for the subject, but also a subject for the object. Thus production 
produces consumption (1) by creating the material for it; (2) by determining the manner of 
consumption; and (3) by creating the products, initially posited by it as objects, in the form of a 
need felt by the consumer. It thus produces the object of consumption, the manner of 
consumption and the motive of consumption. Consumption likewise produces the producer's 
inclination by beckoning to him as an aim-determining need.” Marx, Grudrisse der Kritik der 
Politischen Oekonomie, Rohentwurf, Berlin, 1953, pp. 13 ff. [Editors Note: Baran provided 
his own translation of this passage, but the one used here is the standard English translation by 
Martin Nicolaus in Karl Marx, Grundrisse, London, 1973, p. 92.] 
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to realize the decisive significance of the disinbution of income for the 
structure and composition of consumption. And yet the historical evolution of 
wants and their concrete morphology remained admittedly outside of his 
immediate concern, which was the analysis of competitive capitalism.” 

The reasons for this were twofold. Having determined that production was 
the strategic “independent variable,” Marx could safely ignore the specificity 
of consumption and the development of wants, at least on the level of 
abstraction to which he adhered. But more important perhaps was another 
consideration to which reference was had before. The new wants rapidly 
emerging and proliferating under the impact of capitalist development for the 
most part reflected genuine human needs, catered to a powerful urge for an 
improvement of what in absolute terms was still a miserably low standard of 
living, and called therefore for the production of relatively simple standard 
commodities. Even the requirements of the new upper class—the ascending 
and growing bourgeoisie—were as yet far from extravagant; the ineluctable 
necessity to accumulate, to plow capital back into business puts severe limits 
on luxury and waste. 

The situation changes markedly, however, if the process of production 
itself is geared to the creation and manipulation of wants, if, in other words, 
the costs of realization of the commodities becomes all but indistinguishable 
from the costs of production of those commodities. To be sure, some selling 
costs retain their earlier status: transportation and packing for example remain 
outnght, identifiable parts of costs of production. Merchants’ revenues are 
equally obviously shares of surplus value—to the extent that they do not 
represent profits by deduction. Those production activities, however, which 
are nothing but disguised selling costs create a new problem. Indeed, what in 
a competitive economy was an exceptional case—the clothes designer and the 
garment manufacturer inventing and placing on the market ever new fashions 
in the attires of ladies and gentlemen in order to kindle and rekindle their 
demand for his wares—turns in a monopolistic economy into a ubiquitous 
phenomenon. The sales force of a modern corporation comprises not only the 
salesmen, advertising specialists, and credit managers, but also a considerable 
proportion of the personnel that is engaged in the production process proper. 
The designer of a new model of a consumer durable good, the engineer 


* “The use-values of commodities furnish the materials for a special study, that of the 
commercial knowledge of commodities.” Capital, Volume I, Chapter I, Section I. 

t Indeed, pursuing a theme of Sismondi, Marx observes that “the industrial capitalist 
becomes more or less unable to fulfill his function as soon as he personifies the enjoyment of 
wealth, as soon as he wants the accumulation of pleasures instead of the pleasure of 
accumulation.” Theories of Surplus Value, Part 1, Moscow, 1963, p. 282 ff. (Editor's Note: 
Baran provided his own translation from the German orginal. Here the standard English 
translation, not available when the chapter was drafted, is used.] 
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retooling the factory for the production of that model, the blue-collar worker 
affixing chrome to the automobile or compounding a new “edition” of a 
toothpaste, the printer manufacturing a fancy new wrapper for an old soap, 
and the construction worker helping to build a new corporate “crystal palace” 
are all members of the huge sales army which is supported by a considerable 
part of society’s output. All of them, regardless of whether they wear white 
collars or blue collars, whether they work in the sales offices or on the 
conveyor belts, are not productive workers who produce surplus value, all 
appearance to the contrary notwithstanding. They consume a slice of the 
aggregate surplus value just like the domestic servant of the capitalist, and 
leaving them out of account in measuring the aggregate surplus value in 
conventional terms understates pro tanto the total volume of the surplus.” 

The necessity for this adjustment of the surplus value aggregate leaves us 
confronted with a considerable difficulty: how to define unambiguously what 
is meant by “economic surplus.” One possibility would be to measure the 
difference between the actually forthcoming aggregate output and the socially 


* “A simple numerical illustration may be helpful here. Assume that in period I, 100 
bakers produce 200 loaves of bread, with 100 loaves constituting their wages (one loaf per 
man), and 100 loaves being appropriated by the capitalist as surplus (the source of his profit 
and his payment of rent and interest). The productivity of the baker is two loaves per man; the 
share of surplus in national income is 50 percent, and so is the share of labor. Now consider 
period [I in which the productivity of the baker has increased by 525 percent to 12.5 loaves 
and his wage has risen by 400 percent to five loaves per man. Assume further that now only 80 
bakers are employed in baking, producing altogether 1,000 loaves while the remaining 20 are 
engaged as follows: five men are commissioned to change continually the shapes of the loaves; 
one man is given the task of admixing with the dough a chemical substance that accelerates the 
perishability of the bread; four men are hired to make up new wrappers for the bread; five men 
are employed in composing advertising copy for bread and broadcasting same over the available 
mass media; one man ts appointed to watch carefully the activities of other baking companies; 
two men are to keep abreast of-legal developments in the antitrust field; and finally two men are 
placed in charge of the baking corporation’s public relations. All of these individuals receive 
also a wage of five loaves per man. Under these new circumstances, the total output of 80 
bakers is 1,000 loaves, the aggregate wage of the 100 members of the corporation’s labor force 
is 500 loaves, and profit plus rent plus interest are 500 loaves. It might seem at first that 
nothing has changed between period I and ‘period II except for the increase of the total volume 
of output. The share of labor in national income has remained constant at 50 percent, and the 
share of surplus does not appear to have varied either. Yet such a conclusion, though self- 
evident from the inspection of customary statistics, would be wholly unwarranted and in fact 
would merely serve to demonstre*: how misleading such statistical inferences can be. For the 
statistical fact that the shares of labor and capital have not changed from period | to period H is 
irrelevant so far as our problem is concerned. What has happened, as can be readily seen, is 
that a share of the economic surplus, all of which in the earlier period was available to the 
capitalist as profit and for payment of land rent and interest, is now used to support the costs of 
a non-price-competitive sales effort, is—in other words—wasted.” Paul A. Baran, The 
Political Economy of Growth, New York, 1962, xx. [Editor's Note: This quotation from 
Baran’s The Political Economy of Growth was added to the manuscript in response to 
Sweezy's point (see endnote 9) that Baran’s “bread loaf example” should be used.] 
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necessary costs of production. While representing a major step in the right 
direction, this procedure has the drawback that it does not take into account 
the costly and wasteful modifications of the physical nature of output that are 
caused by the exigencies of the profit maximization policies and sales efforts of 
monopolistic business. A more precise definition would be therefore the 
difference between the value of resources employed in the production of the 
output generated by the corporate system and the value of resources which 
would be required to produce an equivalent output unadulterated by phony 
product differentiation, artificial obsolescence, and the like. That this 
difference is not readily measured needs hardly to be stressed. The difficulty 
in measuring a phenomenon should not be used, however, as an excuse for 
denying its existence.’ 


Notes 


1. 


As explained in the introduction, the extant manuscripts of this chapter include: {1) a forty-two-page typescript 
which was hand-edited by Sweezy in December 1962 and to some extent March 1964 and (2) a more finished 
ninetsen-page (cut-and-pasted) typescript of section | and part of section II of the chapter incorporating these 
edits together with additions to the original in the final pages addressing the question of human nature. The 
text here has been based up until this point on the second more finished, but partial manuscript. That version, 
however, ends at this point, and it is necessary to revert to the longer, typescript, with Sweezy’s hand-edits. 
Although the exact transition point between the two typescripts is unclear, the text here continuas on the basis 
of the longer, hand-copyedited typescript in a way that appears to conform to the intentions of the authors. 

in order to link tha two manuscripts the following paragraph in the shorter, nineteen-page manuscript has been 
removed from tha text itself. That paragraph reads: “No lass important than averemphasizing of what is common as 
against what is peculiar to men living under particular socioeconomic structures is the concrete specification af what 
is considered to be comman features characterizing men throughout history. Indeed, the setaction of what is designed 
as such common features is decisive for the conclusions to be drawn from the entire argument: if insatiability of 
wants, compulsion to compete, lust for power and aggressiveness are tha common characteristics of men observed 
under all social and economic systems, human nature tums out once more to be that of the capitalist man—quite 
independently of tne economic and social order in which he lives.” 


2, Sweezy indicated on the manuscript that this quote seamed out of place and should probably be removed. It has 


3. 


om 


been retained hare, however, on the grounds that it adds to the argument. 

With respect to the section on Marxian economics in the original draft of this chapter, Sweezy wrote in his 
letter to Baran on December 5, 1962: “On the whole, | think the saction dealing with Marxian theory is better 
than that dealing with bourgeois theory, but hera again there is room for improvement. Specifically, | have made 
the following comment on the last page {Editor's Note: Here he provides the statement, included in endnote 9 to 
“Some Theoretical Implications,” fram his original marginal notas to the manuscript]. In addition, | think my 
profit-vs.-surplus diagram could be usefully incorporated and that a rough breakdown of the labor force into 
surplus producers and surplus saters (using actual statistics) would also be of value.” 


. Sentence deleted by Sweezy: “What is required, in other words, is what might be called a socially necessary 


rate of surplus value, ie. a rate which changes not unlike the value of labor power itself from country to 
country and from one historical period to another.” 


. Baran and Sweazy’s usage here is based on Marx: “The foundation of modern political economy, whose 


business is the analysis of capitafist production, is tha conception of the valve of labour-power as something 
fixed, as a given magnitude—as indeed it is in practice in sach particular casa.” Karl Marx, Theories of Surplus 


*_The significance of this in the U.S. economy is shown in chapter 5 [of Monopoly 


Capital] on “The Sales Effort,” where we discuss the empirical research that Fischer, 
Griliches, and Kaysen carried out with respect to the costs of automobile model changes. 
[Editor's Note: this footnote was added in conformity with Sweezy’s suggestion (see endnote 


9). 


The work referred to (cited in Monopoly Capital, p. 135) is Franklin M. Fischer, Zvi 


Grilliches, and Carl Kaysen, “The Costs of Automobile Model Changes Since 1949,” Journal 
of Political Economy, October 1962.] 
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Vahe, Part 1 (Moscow: Progress Publishers, 1963), 44. “It is practically sure that...the standard of necessary 
labour may differ at various epochs and in various countries...at any given epoch the standard is to be 
considered and acted upon as a fixed one by capital. To consider those changes themselves belongs altogether 
to the chapter treating of wage labour.” Grundrisse (London: Penguin, 1973}, 817. 

6. At this point Sweazy wrote on the manuscript (in comments intended for Baran): “The point | would make here 

is that Marx thought wages were frequently in fact and for long periods depressed below even the minimum 

subsistence level with a resultant wearing out of the labor force. This was profit by deduction and certainly 
neither fleeting nor unimportant in Volume 1 of Capital. It isn’t what you are talking about but | don’t think it 
should be ignored and still less treated as non-existent.” 

The catagory of profits from deduction, upon which Baran and Sweezy focus here, plays an important, but 

seldom acknowledged, role in the analysis of Marx and Engels. See the editor's introduction. 

8. Sweezy included a typed note intended for Baran at this point on the manuscript: “This section needs 
slaboration. As it now stands, one gets the impression that what is involved is a rise in real wages followed by 
a raising of monopoly prices and a consequent appropriation by deduction of additional surplus. The counterpart 
of the latter should be a fall in real wages. This of course is not what happens. The point is that real wages of 
productive workers rise much more slowly than their productivity, with monopoly permitting the swelling 
surplus to be siphoned off in various forms. In practice, this is disguised because many of the forms taker by 
the swelling surplus involve employers and employees (like straight merchandising in Marx). Here is where we 
can stress the whole biz of g and I labor, productive and unproductive, etc.” Sweezy later added in handwriting: 
“This note was written on first reading, but { think it is stif valid.” 

. Nota by Paul Sweazy at tha end of manuscript {written on first reading in December 1962): “This last 
paragraph needs redoing to take account at least of the following: your own bread loaf example, which clarifies 
the process very wall; {2} such things as redundant distribution facilities because of market imperfections and 
price rigidities (too many gas stations, etc.); (3) the empirical study of Kaysen, et. al. of the costs of car-mcdet 
change shenanigans; and (4) the analysis of earlier chapters (chapter 5), which had not been written when you 
drafted this chapter.” Further note added by Sweazy on second reading: “The end of this chapter is the place 
for referring the reader ta Joe Philips’ appendix as a rough effort to measure the relevant orders of magnitude.” 


Se 


wo 


La 


The principle “the truth is the whole”—to use an expression of Hegel— 
carries with it, in turn, the inescapable necessity of refusing to accept as a 
datum or to treat as immune from analysis, any single part of the whole. 
Whether the investigation relates to unemployment in one country, to 
backwardness and squalor in another, to the state of education now, or to the 
development of science at some other time, no set of conditions prevailing in 
society can be taken for granted, none can be considered to ke 
“extraterritorial.” And it is wholly inadmissible to refrain from laying bare the 
complex relations between whatever phenomena happens to be at issue and 
what is unquestionably the central core of the historical process: the dynamics 
and evolution of the social order itself. 

—Paul A. Baran, “The Commitment of the Intellectual,” 
Monthly Review (May 1961) 
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Paul A. Baran and Paul M. Sweezy 


Baran to Sweezy 
Palo Alto, California, February 25, 1964 
A few lines in haste before dashing off to campus. (1) Muchissimas 
gracias for the Lekachman volume; I am looking forward to perusing your 
contribution tonight.’ (2) In the same mail arrived your letter of the 24". I am 
seriously worried about IS [The Irrational System chapter] in its present 
form; although there is—I believe—nothing wrong with the thoughts it 
contains, it will have to be somehow recast, almost for tactical reasons. Much 
of it somehow does not belong probably in a book by economists. But anyway, 
read it first and let me have your reactions; I would like to return to it after 
everything else is finished—if for no other reason, than simply because this 
provides for a “cooling off’ period. (3) Meanwhile I am 2/3 done with the 
revision of Chapter 5 [The Sales Effort]—I think, it comes out now quite _ 
well—and aim at finishing it this week, at the latest next Monday. At that 
time, I'll ship it to you. (4) Could you put at the top of your priorities list a 
careful going over the Chapter on Conceptual Implications; this is what I must 
turn to soon as | am done with Chapter 5, and I would very much want to 
have on the desk your comments as I go at it. After that is done (no later than 
end of March and probably earlier)—a massive effort to re-vamp all of QoS 
[On the Quality of Monopoly Society chapters I and II] cum IS. Apnl for 
QoS II (QoS I requires relatively little doing except incorporating some new 
data + the material on income distribution when | get it from Aron Douglas 
who is now working on it), and May for IS revisions and composition of the 
Epilogue.” That would then be the finale. Anyway, the way I feel now is 
Lieber ein Ende mit Schrecken als ein Schrecken ohne Ende [Better a ternble 
ending than terror without end]. 





These “Last Letters” were written by Baran and Sweezy in late February and early March 
1964 .and concerned “Some Theoretical Implications,” a chapter that Baran had drafted in 
1962 and that they were then revising for their book Monopoly Capital. The discussion was cut 
short by Baran’s death around two weeks later. The letters have been edited with notes by John 
Bellamy Foster. They are published here for the first time. 
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Your having an office out of the house is a tremendous step forward. 
Delighted to hear it. A further reform of some consequence would be to have 
the bourbon bottle at some third place (out of the house and out of the 
office)—then things would really start popping. 

The Jack [Rackliffe] situation is most worrisome. Que faire? [What to 
do?] We must have a decent copy editing job done. 

More later. 


Sweezy to Baran 
Larchmont, New York, May 2, 1964 

Dear Paul, 

Most of the penciled notes in the margins were wntten on first reading— 
don’t remember exactly when. All the separate notes are from over the 
weekend. Dunno how much help any of them will be. 

At some stage we must invite Huby [Leo Huberman] to read the whole 
ms., and we could make a point to ask him to keep an eye open for obtrusive 
repetitions, rasping inconsistencies of style, etc. He is of course not an 
economic theorist but is often very good on matters relating to form and 
presentation. As to straight copyediting—which | interpret to mean fixing up 
bad sentences, etc., as well as imposing uniformity in such things as 
punctuation and capitalization—we might try Vic Bernstein on one chapter 
and then give him the rest if we like what he does. 

Chapter 10—Theoretical Implications [Handwritten Notes]* 

Section |, paragraph that begins “Writing in 1873” 

In connection with the query [on the manuscript here]: If I remember 
correctly—I am wnting without access to Capital—Marx dated the 
transformation of political economy to vulgar economics from the French 
overturn of 1830 and specifically emphasized Senior’s doctrine of abstinence 
as its earmark. Mill he conceded to be far above the level of the run of vulgar 
economists, a sort of hangover of the earlier period. He never really dealt with 
the subjective value theorists of the ‘60s and ‘70s, but today we would have to 
recognize their emergence and tnumph as marking the final demise of political 
economy and the enthronement of apologetics. Thus I would say that this 
whole development antedates monopoly capital. Its explanation I would fiad, 
following Marx, in the rise of the proletariat and of socialism which gave birth 
to Marxism, which also antedates monocap. What one can say is that the 
arrival of monocap rendered obsolete the apologetics of the subjective-value 
school(s)—J.B. Clark, intellectually, was the foremost systematizer of the 
doctrine qua apologetics—and [took on] the task of devising a new system of 
apologetics. What you describe beginning with the paragraph that begins 
“Large and important segments” is the way the profession reacted to this 
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challenge.‘ 

Incidentally, I have come to think (in connection with the formulation on 
the imperialist stage in the “Towards the end” paragraph) that Lenin did a 
serious disservice when he identified the monopoly phase of capitalist 
development with imperialism. This almost inevitably gives the impression 
that imperialism is essentially a new phenomenon dating from the last decades 
of the 19 century. The result is to direct attention from and play down the 
importance of the fateful expansion of the Spanish, Portuguese, Dutch, 
British, and French empires during the 16", 17", 18", and also the first half 
of the 19", centuries. It was during that earlier period of expansion that the 
patterns of rape and destruction and monstrous exploitation of race 
discrimination and hatred, in a world of development and underdevelopment, 
were worked out. The final gobbling up of the world after 1870 was a last, 
not a first, act. I know how misleading Lenin’s theory can be on this matter 
because I was misled by it. My eyes only began to be opened when I first read 
(probably around 1940) Dutt’s India Today (a real masterpiece by the way), 
and the opening was not completed until PEoG [The Political Economy of 
Growth]. TCD [The Theory of Capitalist Development] bears all too clearly 
the deforming effects of accepting Lenin’s schema uncnitically.® 

Section 1, paragraph that begins “This can hardly be said” 

I do not believe it could be shown that either Berle or Galbraith “derived 
their inspiration from Schumpeter.” Since this point is not crucial I would cut 
it out.® 

Section 1, same paragraph 

I don’t see why “pragmatic” should be in quote marks, nor do I 
understand what is “case-by-case” in either of these gentlemen’s [Berle and 

` Galbraith’s] themes. Perhaps if the quotes are taken off “pragmatic” the other 
expression can simply be omitted. If not, you'll have to find a formulation 
which doesn’t suggest the Biz school “case method.”” 

Section 2, opening paragraph 

If you will read this exposition minus the numerous underlinings | think 
you will see how dispensable most of them are and how night Jack [Rackliffe] 
is to delete them in almost 9 cases out of 10. 

Section 2, paragraph that begins “Accordingly such criticism” 

You will see considerable question and even dissent in the margins of this 
and the next few pages. They all resulted from the first reading of this draft— 
last year, or maybe even before that. I now think I can put my finger on what 
bothered me. The real trouble, it seems to me, with bourgeois economics is 
that it assumes a whole hierarchy of human wants and related behavior 
patterns to be inherent in, or perhaps it would be better to say to make up the 
essence of, human nature, which in tum is as elemental as air, water, and . 
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other components of physical nature. The difference between the savage and 
the rich in moder society is simply that the former has only the means to 
satisfy the highest-priority wants while the latter can pretty much satisfy the 
whole range of wants. It never occurs to the bourgeois economists that these 
want systems are qualitatively totally different. What has to be stressed is this 
underlying assumption of an elemental, unchanging human nature. As far as 
economists are concerned, I know of no effort to justify this assumption. For 
that one has to go to the philosophers and, in the past even more, to the 
theologians. I have no objection to quoting a few of those worthies to show 
what arguments are implicit in bourgeois social science Gncluding economics), 
but I find the attempt to support this exposition by quoting such [figures] as 
Eisenhower, Kuznets, and Stigler to be less than persuasive. 

To put my point in a somewhat different way: I don’t think there is any 
point in making the distinctions you make between the “autonomous” 
individual, the god-determined individual, the biotically constant individual, 
and the “rational” individual. They all come to exactly the same thing, of 
course, and these are simply different spurious theories to justify the basic 
assumption involved. What really needs to be done is to press home the point 
that bourgeois economics does operate with this assumption (whatever 
justification may be explicitly or implicitly offered for it), that it amounts to 
universalizing capitalist man (homo economicus is really homo capitalisticus), 
and that whatever claim bourgeois economics has to provide a justification for 
the existing social order stands or falls with this assumption.® 

Section 2, paragraph that begins “To be sure, the history of thought” 

I think the endorsement of capitalist rationality in early capitalism goes too 
far. Don’t forget what capitalist rationality meant for the “natives” all over the 
world—which includes most of the natives in the leading capitalist countries 
themselves. I’m not quite sure what kind of reformulation is needed, but I 
would like it to be such that, say, a Congolese reading it would not instantly 
say “shit.”? l 

Section 2, paragraph that begins “Whatever validity these propositions” 

I don’t see why you suddenly bring in the question of the consumer's 
knowledge, nor do I see reason to suppose that there was ever any justification 
for assuming it to be encyclopedic, or anything faintly approaching that state. 
But maybe you have in mind something that doesn’t come through to me.’ 

Section 2, same paragraph 

I note that you quite often use the expression “revealed preferences” —with 
or without the quotation—as though everyone will naturally be familiar with it 
and understand its meaning. I think | probably know what it means, but I 
don’t know where it comes from, so | would assume it would be wise to 
assume that it would simply baffle most readers. Can’t some other reading be 
substituted? 
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Section 3, paragraph that begins “The situation” 

On re-reading I can’t see any relevance to the quotation from Kalecki. 
You haven’t even raised the question of price flexibility. 

Section 3, paragraph that begins “Nor is il possible” 

In the discussion of capital, I think it would be good to introduce the 
question of the ambiguities which result from the tremendous uncertainties 
about how long a machine, e.g., will remain economically (not physically) 
viable in view of the enormous rates of technological and product change 
created by the corporations themselves. It used to be said that one of the 
insuperable obstacles to automating many processes is the very high cost and 
uncertainty about whether the automation equipment could be used long 
enough to get back the entire investment. Recently, however, I was told by 
some of the Scientific American chaps that the latest advances in 
miniaturization of computer components will result in such drastic reduction 
of computer costs that it may be possible fully to automate many processes 
with the assurance of completely recovering all outlays in one year. In other 
words, given the possibility to maintain monopoly prices, most of a plant’s 
capital may be scrapped and replaced annually. Under such circumstances, 
what is capital and what is just junk? (I suspect, incidentally, that this sort of 
thing has a lot to do with the maintenance of high levels of investment, and 
accounts for the weak influence of what seems to be excess capacity in the last 
few years. Probably some emphasis should be given to this factor in chapters 
4 and 8.) 

Section 4, paragraph that begins “While thus most” 

The opening, transitional paragraph is weak. | think that what needs 
saying in substance, is that while it is no part of our present purpose to review 
critically Marxian economic theory with a view to eliminating obsolete aspects, 
etc., there is one concept which is crucially important and that requires 
consideration here—economic surplus. 

Section 4, paragraph that begins “For this to be true” 

Does Marx actually use the expression “socially necessary” in connection 
with the notion of a historically conditioned minimum living standard? If so, ] 
do not recall it. 

Section 4, paragraph that begins “But as the price of labor power” 

I don’t think this is correct. Since there presumably still is some irreducible 
minimum, that would define the value of labor power. What you are saying, 
in Marxian terminology, I believe is that in the course of capitalist 
development the price of labor power tends to rise, and to remain permanently 
above its value. This implies, does it not, that the workers themselves (through 
unions, political action, etc.) succeed in appropriating part of the surplus 
value. It also means, of course, that monopolists can (try to) steal some of this 
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surplus value back from them. 

Section 4, paragraph that begins “Marx referred to this increase as ‘profits 
by deduction’” 

With respect to “profits by deduction,” I have to repeat what I said on first 
reading. I think Marx meant by this concept something quite different from 
what you mean here. He meant deduction from the value of labor power, and 
the result was a real pushing of wages below the true subsistence level and a 
failure to maintain the quality of the labor force. (You may well recall the 
passage about stunting of a whole generation of British workers.) You mean 
profits by deduction from a price of labor power which is well above its value. 

Section 4, same paragraph 

I believe it would be preferable to adhere throughout to the view expressed 
in the previous paragraph, and also expressed in the quotation from Sraffa, 
namely, that after a certain point in capitalist development the workers begin 
to share in the surplus. (I believe also, incidentally, that this is a proposition 
with very important political implications, providing a necessary part of the 
explanation of Social Democracy and other forms of reformism.) 

Section 4, paragraph that begins “As can be readily seen” 

I am not clear what is “the difference between what we call “economic 
surplus’ and aggregate surplus value.” I would be inclined to say that we have, 
perhaps implicitly, defined surplus as aggregate surplus value minus the share 
of it which the workers are able to capture for themselves. Am | right about 
this? 


Baran to Sweezy 
Palo Alio, California, March 2, 1964 
I strongly feel that the editorial expenses associated with the publication of 
the opus is the “wrongest” possible place for saving a few hundred $$. We 
have to get the best available editor and pay what it takes to produce a decent 
book. To the extent that my part of the MS requires more editorial work than 
yours, and if you do not share my view on the urgency of having a good 
editor, I am perfectly willing to have all or much more than half of the 
editorial expenses charged against my share of the royalties. And if it is a 
matter of liquidity, I do have a few thousand dollars in the savings bank, and 
would be prepared to advance whatever amount may be needed. There is no 
point in skimping where the saving involved is relatively small and the harm to 
the book could be considerable. I do not know whether V. Bernstein is a good 
editor, but the chances are that he’d do a better job than someone wholly 
unfamiliar with this kind of stuff. 
By the way, as far as copy editing policy is concerned, I am not entirely 
certain that one has to eliminate all italics. Certainly, too many ain’t good, but 
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why all? Some of the finest writers are using them, and, it would seem to me 
at least, to good advantage. 

In re: Gunder [Andre Gunder Frank]. On the one hand, it is obviously a 
good thing that he’ll be able to go where he wants to go. Whether it'll do him 
any good, and whether he’ll do them any good, is a different question. He is 
not the type of economist whom they need at the present time, and being 
cantankerous and “difficult to get along with,” he'll find himself in troubles 
and cause troubles in no time. And as far as his work is concerned, what he 
needs is sitting in a library for a couple of years, and getting his thoughts 
organized. But anyway, one cannot “plan the unplannable.”'? 

I have read your piece in Lekachman; it is very nice. As I was reading it, I 
realized that ] had seen it in MS; but in print things do look much better. By 
the way, the immediately following article by Samuelson (the second that is) is 
quite instructive; his remarks on Jean Baptiste Kaldor [Nicholas Kaldor] are 
both amusing and perspicacious. 

On some other stuff later. Must run now to the campus. 


Baran to Sweezy f 
Palo Alto, California, March 3, 1964 

T was just settling down to work when your special delivery [Sweezy’s May 
2, 1964 letter and comments] arrived containing Chapter 10. I shall not 
discuss now all the points that are contained in your notes, but feel an urge to 
go into two, because they seem to me to be of central importance in general, 
and for the opus in particular. 

(1) Imperialism. I am afraid that you are too much influenced by (a) 
“Gunderism,” and (b) the only too natural tendency to be morally revolted by 
the history of capitalism or for that matter by history in general. There is after 
all no doubt that history as long as we have known it has been an 
uninterrupted process of rape, exploitation and violence. To state that is not 
to state much. The whole contribution of Marx and the essence of dialectics is 
to discover where and when all this Schweinerei [swinishness] had an 
intrinsically progressive element in it, and where it was nothing but an effort to 
perpetuate a lousy status quo. He may have been too optimistic on that count, 
but in principle, I think, his position was correct. Read the dithyramb on the 
achievements of capitalism in the Communist Manifesto, or the magnificent 
finale of the “Future Results of the British Rule in India”: “When a great 
social revolution shall have mastered the results of the bourgeois epoch, the 
market of the world and the modern powers of production, and subjected 
them to the common control of the most advanced peoples, then only will 
human progress cease to resemble that hideous pagan idol, who would not 
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drink the nectar but from the skulls of the slain.” And somewhere—I don’t 
have the citation offhand—Engels celebrated the U.S. conquest of California 
as being a great civilizing act taking this land from the Mexican barbarians. 
The chief point in all of this is obviously that under capitalism “progress” 
advances only via evil; it advances nevertheless. As I just said, it could very 
well be that this advance was overestimated, that the revolutionary force of the 
evil was thought to lead to the great social revolution sooner—but let us not 
get into the position of saying all of history was bad and immoral, that 
capitalism was always nothing but ruination of the now colonial and 
dependent countries, and that we are “agin it.” Lenin’s approach was to see 
whether there has occurred a specific change in that process of colonial 
exploitation which alters its nature and modifies its revolutionary impact. He 
was not right in all he said, but, I think, he was nght in pointing out that tke 
organized, “civilized,” exploitation by corporations etc. contributed a 
substantial departure from the practices-of Lord Clive or the conquistadores of 
old. His theory has to be re-thought but not rejected out of hand. The crux of 
the problem, as I see it, is at what point does the creation of the world 
markets, the “civilization” of the underdeveloped countries etc. become a 
retrograde development and progressive only in the sense that it promotes 
liberation movements. Lenin believed that that point was reached with the 
advent of monopoly in the advanced countries. My guess is that he was 
basically right. To take the position that it has always been the same brings 
one to the position that Julius Caesar's treatment of the Huns and Standard 
Oil’s treatment of Venezuela differ from each other only in name. And, in 
general, whether or not a Congolese native thinks that something is shit or not, 
is of no relevance at all. He could apply this very designation to the 
Communist Manifesto! Either one sticks to Marxian dialectics or else | don’t 
know what we are talking about. 

(2) Surplus vs. surplus value. If under (1) you are a “revisionist” —under 
(2) you are too orthodox. The surplus we are talking about is much larger 
than surplus value. In the first place, the “interpenetration effect” [of 
production and the sales effort] on which I have been now laboring for weeks, 
has obviously no room in the surplus value concept. In the surplus value 
concept the sales effort is a deduction from surplus value even as rent, interest, 
and government taxes. In the surplus concept as we have been trying to 
develop it a good deal of productive work is surplus without producing surplus 
value. Under the surplus value concept how could you classify the man 


‘hammering chrome on the automobile to be a surplus producer. If my bread 


loaves example (which you endorse), and if the Kaysen story (which you cite) 
make sense, then eo ipso one has to expand surplus value to include such 
resource utilization which within the Marxian system receives no attention and 
cannot be even accommodated. This, I thought, was the principal thesis of the 
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opus. 

(3) Irreducible wage. This relates directly to (2). If a subsistence wage is 
assumed (or, for that matter, any irreducible wage) then clearly (a) the mass of 
surplus value is a datum, monopoly profits can be only the result of its 
redistribution (what the ‘monopoly capitalists get, the competitive capitalists 
lose), and (b) all taxes of government necessarily come out of profits (this 
remark, by the way, in the Gilman review of Perlo in the Winter 1964 issue 
of Science and Society). For any reduction of the real wage is ex definitione 
impossible. Again, I thought, that one of the central theses of the opus is to 
argue the precise opposite. Monopoly capitalists can increase their profits by 
reducing the real wage which contains a good deal of surplus (as Sraffa 
noted), the government can collect taxes not out of profits but out of the real 
wage (in fact most of them come from that source). In The Political Economy 
of Growth I made a mistake accepting Kaleck’s classical view of the 
irreducibility of wages and talking about the profit redistribution. This is 
wrong, | now think. And surely, there is no point now in talking about the 
subsistence wage as being the value of labor power; I cannot attach any 
meaning to it. This is like Arzumanian’s and Bettelheim’s old argument 
(which the latter, by the way, gave up) that immiseration, etc. consist of 
workers receiving higher wages alright, but those higher wages being lower 
than the value of labor power.... 

But on all of this more (implicitly) when I redo Chapter 10; meanwhile, 
please react to the abovel 

{Part of letter crossed out.] Started on another point, but decided to 
postpone that because of time. 


Sweezy to Baran 
Larchmont, New York, March 4, 1964 

I don’t know what I said that could have led you to think that I was 
worried about the expenses of editing the ms. of opus. Anyway, such was 
never my intention or. preoccupation and | apologize. What does worry me is 
how to get someone who is good for the job. Vic Bernstein may be the right 
person, but without ever having had him work on anything I’ve been directly 
involved with I just don’t know. That was the reason | suggested giving him 
one chapter to do first and then the.rest if we like his work. But if you think 
this unwise Í am not opposed to signing him up for the whole remaining job ` 
and turning over to him immediately for study the chapters already edited. Let 
_ me know. 
” You remember our extensive discussion of the difference between “g” workers and “I” 
workers. Is there any room for this distinction under the surplus value concept? 
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On italics, I agree that they have their place, and you will note that I 
didn’t suggest eliminating them all from the theoretical implications chapter. 
The only point is that if used several times on every page, they lose their 
effectiveness, just as the term “fucking” loses its effectiveness when used as it 
is in the army. And they are more dispensable in some people’s writing than 
in others’ because the former build the emphasis mto the vocabulary and 
sentence structure. In general, I think you belong to this category. 

The enclosed is a reply by Gillman to a note congratulating him on his 
Science & Society review of Perlo. Just FYI—throw away.' 

Glad you thought the Lekachman piece came out better in print. I haven’t 
perused it in that form. 

I’m having a hard time writing the May RoM [Review of the Month] 
commenting on MR’s first 15 years. In preparation, I have had to read over 
again some 230 RoMs, and | must say it is not a very agreeable experience. 
To be quite frank most of that stuff is not very good, and the ones that do 
stand up are too few and far between to redeem the whole performance. The 
only consolation is: by whom and where was much better current commentary 
being produced? Intellectually speaking, the world socialist movement ain’t in 
too hot shape I’m afraid. 

But enough such gloomy thoughts and back to turning out some more 
second-rate poop. 

P.S. The de Gaulle performance in recent weeks, with apparently more to 
come, really requires a deep analysis. It shows what can be done by a country 
with strictly limited military power in a situation in which those with much 
greater military power simply cannot make use of it. Atomic weapons are not 
good against the USSR because they will bring their own doom, and they are 
no good against guerillas period. Thus diplomacy gets its chance, and de 
Gaulle is showing us what a really fantastic lot of room there is to maneuver in. 
One would think that the British would get the point and start reasserting their 
own independence, but, alas, such is the lackey mentality of the British that not 
even the Labour Party shows any sign of wanting to do so—such at any rate is 
the impression one gets from recent statements of Wilson. Possibly there is more 
chance of the Tories acting like men than of Labour anyway. 

One problem is now beginning to pose itself: by making full use of 
strategic deals with the Chinese and the Soviet Union, can de Gaulle 
realistically hope to put France in a position to challenge U.S. leadership of 
imperialism even if Bonn should remain under Washington’s thumb? It would 
have seemed a wahnsinnig [insane] question only a few months ago, but now - 
I’m no longer sure. 
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Baran to Sweezy 
Palo Alto, California, March 5, 1964 

Your letter of March 4" just arrived. My impression that you were 
worried about the expense of editing the opus MS originated in your remark 
over the phone that “beggars cannot be choosers.” If I misunderstood you, all 
is well. I fully agree with your idea to give Bernstein one chapter and to see 
how he handles it. If he should do a good job, we should give him more. 
What I would very much like to ensure is that someone (he, or, if he should be 
found wanting, someone else) should go over the entire thing, including the 
matenal edited by Jack, simply to provide for continuity and uniformity of the 
editing job. 

The attached is the. new, and, I hope, not too far from the last version of 
Chapter 5. I am only a few days off schedule, but would not complain if the 
chapter would now disappear from my “field of worries.” Please, go over it, 
and if you think that it is in close-to-final shape, you could give this chapter to 
Bernstein and see what happens. If you want to make changes in it, je vous en 
prie [please do]; if you think that I should do something more on it, retournez 
$.V.p. 

Am turning now to Theoretical Implications. This looks like a big job but 
it cannot be helped. “For him whose striving never ceases,/We can provide 
redemption” ...or something very similar to that effect." 

The enclosed clip from the New York Times is very nice, I saw it myself, 
and used it for footnote. Thanks. 

On other things later. My heart bleeds about your being bogged down in - 
MR work; hope you'll be able to return to opus soon. 


Sweezy to Baran 
Larchmont, New York, March 7, 1964 
I don’t know what I said that could lead you to suppose that I am in 
danger of falling into “the position of saying all of history was bad and 
immoral, that capitalism was nothing but ruination of the now colonial and 
dependent countries, and that we are ‘agin it.” Such is very far from the 
position I would advocate. | am fully in agreement with the view stated in the 
Manifesto that capitalism was—and to a considerable extent still is, since the 
computer revolution and also atomic energy both stem directly from capitalist 
war efforis—the great multiplier of the productivity of human labor. | simply 
do not want to lose sight of or play down the other side of the coin, which is 
the ruination of the underdeveloped countries. They did not at any time share 
in the advance, quite the contrary. And they can only share in the advance by ' 
overthrowing capitalist hegemony and making its achievements their own. But 
why should I waste time saying such things to the author of The Political 
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Economy of Growth? 

As to Lenin’s use of the term “imperialism,” that is quite another matter. 
My main point in this connection was a semantic one and as such not terribly 
important. By identifying monopoly capitalism with imperialism, by giving 
that name to the latest stage of capitalism, Lenin inevitably suggested’ that 
imperialism, in the usual meaning of the term, did not characterize the earlier 
stages of capitalism. | cited my own intellectual history to support this point. I 
don’t suggest, or think there would be any point in, an overt cniticism of his 
usage—at least not in the context of the opus. But I do suggest that we avoid 
that usage and that when we refer to monopoly capitalism we use that term. 

I agree with you, of course, that “the organized, ‘civilized’ exploitations 
by corporations etc. constituted a substantial departure from the practices of 
Lord Clive and the conquistadores of old.” But what I would not want to 
do is to lend any support at all to the view that this difference signalizes 
improvement from the point of view of the mass of the people in the exploited 
countries. Ex visu of their position in the world, capitalism was always and 
remains a disaster; as you say it is progressive for them “only in the sense 
that it promotes liberation movements”—and in the sense that it prepares 
the knowledge, technology, etc., which those movements need to create 
higher social forms. But the latter function is now becoming dispensable 
since it can also be discharged by the socialist countries. If this view of the 
matter is correct, however, I don’t see how it can be maintained that on the 
whole and considering the system as of world-wide scope, capitalism 
becomes retrograde with the coming to dominance of monopoly in the 
metropoli. It-is only about then that liberation movements really get under 
way, and surely the technological progressiveness of capitalism does not 
cease at that point. It might perhaps be argued that the turning point to 
overall regressiveness is reached when socialism is capable of assuring the 
continued development of science, technology, etc. But this question needs a 
lot of thought, which I haven’t given to it. In the meantime, | wonder 
whether this was really a question Lenin had in mind when he wrote 
Imperialism. | haven't looked at that work for some time, but my recollection 
is that what he was primarily interested in was not the consequences for the 
underdeveloped countries so much as the effects on the advanced 
countries—their desperate efforts over the spoils with the consequent 
militarization of their societies (and mentalities), the generation of a labor 
aristocracy as the basis of reformism, etc. 
¢ When I introduced the question of what a Congolese might think, I was 
not referring to an illiterate tribesman. Ex definitione, he will not be one of 
our readers. I am thinking of a Congolese revolutionary Marxist, and I am 
thinking of him merely as a representative of all the revolutionary Marxists 
in the underdeveloped countries. I believe they are a very important part of 


ANALYTICAL MONTHLY REVIEW/ JULY-AUGUST 2012 69 


PAUL A. BARAN AND PAUL M. SWEEZY 


the audience we want to reach. So | think it does matter what they think and 

that we should consciously try to express ourselves in a way to make them 

feel that we're on their side. Naturally, that doesn’t mean pandering to their 

weaknesses, but it does mean-conscientious suppression of great-power or- 
“advanced-country” chauvinism. 

In re surplus value versus surplus: please don’t misunderstand me: I am not 
in the least questioning the tremendous significance of the interpenetration effect 
and the damage it does to the traditional Marxian schema. My cnitical remarks 
were devoted to the other part of your presentation. Let me try to restate. 

For Marx the value of labor power is determined by a historically 
conditioned minimum which is enough to enable the working class to live at a 
standard which, inter alia, will enable it to reproduce itself in the required 
numbers and quality. But this is in no sense an irreducible wage. It can be 
reduced, and at certain times and places has been. The result is a 
deterioration in the labor force, which Marx certainly thought had happened 
in England since the beginning of the industrial revolution. The other result is 
to aid profits by deduction to “normal” surplus value. Though the opposite 
problem, i.e. the rising of wages above the minimum so defined, did not occur 
to him, | think there is no doubt that to be consistent he would have had to 
treat it as Sraffa does, i.e. as a case of workers’ sharing in the surplus. I don’t 
say that we should adopt this way of handling the problem; I am simply 
arguing for accuracy and consistency in presenting Marx’s own position. 

The question of the dividing line between necessary costs and surplus (in ° 
our sense) remains, of course. If it were only a‘matter of deciding what wage ° 

“to treat as cost, one could perhaps devise a rational answer (though one 
would have to recognize that au fond [essentially] it would be merely 
another form of the solution Marx provided with his concept of the value of 
labor power). But with interpenetration a major factor, as it undoubtedly is, 
I wonder if any solution is really rational? The concept of what the same 
output would cost either under competitive capitalism or under planned 
socialism has many difficulties, not the least of which is that under neither 
setup would the “same” output be produced. Sometimes I suspect that this 
problem may be like some in mathematics and logic, one to which there can 
be no solution. But how is one to get anywhere without the surplus concept. 
It is all very worrisome. 

I hope the foregoing will not simply serve to muddy waters when what you 
need is exactly the opposite. 


o 


- Baran to Sweezy 
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Palo Alto, California, March 9, 1964 

I thought about your letter of March 7*, and while I am far from having 
any definitive ideas on all the problems involved, it may be useful to write out 
a few lines for the purpose of Selbstverstdndigung {self-understanding]. 

In re: Capitalism’s switch-over from a progressive to a retrograde system. 
Fortunately, it is not mandatory for us at the present time to make a decision 
on that matter and to commit that decision to pnnt. It would seem to me, 
however, that the timing of such a switch-over cannot be made to depend on 
technological progress such as the development of atomic energy, computers, 
etc. In other words, one cannot say, ] should think, that a social order has 
become a fetter on the development of the forces of production only when such 
a development has come to an actual or virtual halt or even commenced to 
regress. If the occurrence of the switch-over were to be made contingent on 
such a condition, one would probably have a tough time finding in history a 
suitable example. From what little I have read about feudalism and 
mercantilism, there was at no time a condition reached when there was an 
actual cessation of the development of the forces of production. It may have 
been at one time slower than another, it apparently kept creeping ahead even 
in the least productive centuries. From what Chnistopher Hill, Hobsbawm, 
and a number of other Britishers have written about the 17 century-—a 
century of crisis—it would seem that even then there were more or less 
significant advances in both aggregate and per capita output. 

The way to look at the matter, I imagine, is not to think about the actual 
rise in productivity of labor, but about the extent to which the opening up of 
potentialities for such a nse are being made use of within the existing 
economic and social order. Those potentialities may be a function of 
scientific development, of virtually accessible economies of scale, of seizable 
technical opportunities. They may not be translated into practice, or 
translated into practice only inadequately because the prevailing relations of 
production either block or effectively discourage such a translation. The 
conflict between the development of the forces of production and the existing 
relations of production is thus not a conflict between the prevalent mode of 
production and the socioeconomic structure, but a conflict between the 
productive potentialities that are becoming visible, tangible, realizable and 
existing property relations, political institutions etc. which begin to play a 
role of a straightjacket in which the development of productive capacities 
suffocates. For this conflict to become relevant it is obviously not enough 
that there should be unutilized potentialities in the realm of the forces of 
production. There must be also visible, tangible and realizable potentialities 
in the realm of the relations of production. One-without the other creates no 
conflict. 

What is more, the latter potentialities do not rise to the surface without the 
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former. “Mankind always sets itself only such tasks as it can solve; since, 
looking at the matter more closely, it will always be found that the task itself 
arises only when the material conditions for its solution already exist or are at 
least in the process of formation.... The productive forces developing in the 
womb of bourgeois society create the material conditions for the solution of 
that antagonism” (Marx, Preface to the Critique of Political Economy, in 
Selected Works, p. 329). 

If there is any merit to the above, then it makes eminently good sense to 
say that the transition of competitive capitalism to a trustified or monopolistic 
capitalism which took place, broadly speaking, in the last quarter of the 19° 
century marks the mutation of the system from being preponderantly 
progressive to being preponderantly retrograde. This not because there has 
been no further growth of the forces of production under monopoly capital, 
but because at that time the possibility for arriving at a social order in which 
the abolition of scarcity could be actually accomplished has become for the 
first time in history concrete and real. This possibility was created by the work 
of Marx, by the swelling of the socialist movement; it became sharply 
illuminated by the-Pans Commune. From that point on, the capitalist system 
became a retrograde system because its sharp edge was no longer turned 
against an outlived feudal or mercantilist order but against the virtually 
possible, realizable socialist order. This is not vitiated by the fact that the 
forces of production continued to develop under monopoly capitalism, 
although the fact that their most pronounced development under monopoly 
capitalism was bought at the cost of devastating wars should never be lost sight 
of. 

All this would have some bearing also on the appraisal of capitalism’s 
impact on the underdeveloped countnes. Without the slightest embellishing of 
the impact of capitalism (or, for that matter, pre-capitalist) penetration and 
“opening-up” of the now underdeveloped and dependent countnes, it can well 
be said that monopoly capital has also with respect to the underdeveloped 
countries tumed into a more retrograde system than competitive capitalism 
because of monopoly capital’s role in blocking, preventing, and distorting the 
underdeveloped countries’ development is particularly pronounced. It 
strangles the realization of their potentialities very much more than competitive 
capitalism did. Thus, far from saying that monopoly capitalism constitutes an 
improvement for the underdeveloped countries, what I am trying to say is that 
regardless of whether they do or do not receive railroads or electric power 
stations which they may not have received (or received to a lesser extent under 
competitive capitalism) monopoly capitalism constitutes also in the 
underdeveloped world a more reactionary system than pre-monopolistic 
capitalism. Simply, because now the problems of the underdeveloped world 
could be solved within one generation given the existing technological 
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possibilities. Stressing this aspect, I think, is at least to some extent the merit 
of the imperialism theory. It places the accent not so much on the “old- 
fashioned” despoliation of the colonies and their merciless exploitation for the 
benefit of the metropolitan capitals, but the systematic prevention in the 
underdeveloped countries of a progressive development that is now possible. 
What the U.S. is inflicting now upon Cuba, South Vietnam, South Korea, 
all of Latin America is in many regards worse, more outrageous than what 
was done in the days of plain, undisguised robbery and plantation economy. 

To come back to what is immediately relevant to the opus: it would seem 
to me to be justified to say that with the onset of monopoly capitalism 
economic theory which continued to justify the capitalist system began to 
justify the unjustifiable, turned therefore more reactionary than it was before. 
To that extent, I would say, Marx’s benchmark of 1830 was premature 
although undoubtedly Nassau Senior and Co. were already visible as the 
harbingers of what was yet to come. This reactionary character of the theory 
with regard to the whole system was combined at the same time with its 
making progress in partial comprehension of capitalist reality. This partial 
sharpening was going together with rising blindness to the totality of the 
system, to increasing in a [...] 

[Editor’s note: The letter ends at this point in mid-sentence. It was never 


mailed and was found on Baran’s desk at the time of his death on March 26.] 


Notes 


1. This refers to Sweazy’s chapter “Keynesian Economics: The First Quarter Century,” in Robert Lekachman, ed., 
Keynes’ General Theory: Resorts on Three Decades {Naw York: St. Martin’s Prass, 1984). It is reprinted in Paul 
M. Sweezy, Modern Economics and Other Essays (New York: Monthly Review Press, 1972), 79-91. 

. Baran and Sweezy apparently planned to write an Epilogue at this point, after the “Irrational System” chapter. 
The Epilogua, though, was never drafted. 

3. The comments by Sweezy here were directed at the earlier, longar forty-two page draft manuscript ("A 

Conceptual Interlude"). The final, nineteen-page partial text (“Some Theoretical Implications,” covering sections 
1 and the beginning of section 2} was redrafted largely in response to these criticisms and has been used as the 
basis for those parts in the text of “Some Theoretical Implications” published in this issue. Hence, Sweazy‘s 
comments are not directly relevant to the revised text in section 1 and the beginning of section 2 of “Some 
Theoretical Implications” as published hers. But they do point to some of the changes that were made there and 
why, as well as to certain discussions between the authors. For the latter part of the manuscript (after the first 
few pages of section 2) Sweezy’s comments become directly relevant to the text published in this issue since 
the manuscript was not revised in those parts. Nevertheless, in a few instances Sweazy’s suggestions with 
regard to the original manuscript have been incorporated by the editor into the texts for the later sections as 
well. Where significant changes were made in the manuscript in response to his comments—whethar in the final 
nineteen-page typescript (in the early parts of the text) or through the intervention af the editar {in the later 
parts of the text)—this is indicated in the endnotes. 

4. Baran revised the analysis here, which had previously focused on the rise of neoclassical economics a3 a 
response to the monopoly staga, in the final, partial version. He incorporated Sweazy's suggested discussion of 
the rise of bourgeois apologetics based on Marx's famous “postface” to Capital, and added to that his own 
treatment of the further transformations in apologetics that occur with the rise of the monopoly stage. 

5. Baran and Sweezy debated this matter in letters over the next few days (sea below). Baran subsequently 
rewrote the opening to “Some Theoretical implications” to provide a much more comprehensive analysis of the 
significance of the transition from competitive to monopoly capitalism and of the role of colonialism and 
imperialism from the fifteenth and sixteenth centuries on, dropping the reference to the imperialist stage. 

&. Baran removed the phrase referred to here from the nineteen-page version that constituted the final, partial 
version of the chapter. 


N 
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. Baran changed tha disputed phrase to “pragmatic, piecemeal approach” in the final version. 

. Sweezy's point here was also addressed in his December 5, 1962, letter to Baran, at the time of his first 
reading of the “Theoretical Implications” chapter. in that letter he wrote: “The role of the autonomous 
individual and his needs in the traditional theory {indeed in bourgeois ideolagy generally) will have to be 
expanded and strengthened. This is a very important matter, and its treatment in the draft is probably the 
weakest part. Thera must be seme goad books on philosophic individualism which would be helpful and supply 
some badly needed quotes from the great philosophers and social thinkers.” This was rectified in the final, 
partial draft. Baran was to substantially rewrite this part of the text, making use of C. B. Macpherson's 
recently published A Theory of Possessive Individualism (Oxford: Oxtord University Press, 1982). 


. Baran altered the passagas referred to here in the final text. 
. From this point on Sweezy’s comments relate directly to the text as printed here, based on the original forty- 


two-page draft (“A Conceptual Interlude”), rather than to the shorter nineteon-page final draft of sections | and 
the baginning of section 2, which had been revised in relation to his comments. , 
Sweezy's nota here supgasts that in his view, when the letter was written, aggregate surplus value and 
economic surplus were equal under monopoly capitalism {as they were for competitive capitalism), except for 
that part of surplus embodied in wages. Swreezy here saw this mainly as surplus “captured” by workers (as in 
Sratfa’s Production of Commadities By Means of Commodities). Baran appears to confirm this understanding in 
his March 3rd letter. But in replying Baran stressed the fact that under monopoly capitalism such surplus 
concealed in wages was mainly the product of unproductive expanditures embodied in wage goods, amounting 
to forced deductions from the wages of workers. 


. In late 1963 Andre Gunder Frank, who was closely connected with Baran and Sweezy and Monthly Review, 


was eager to leave Brazil where he had been working since 1962. He had just drafted his early manuscript On 
Capitalist Underdevelopment, which he had sent to Baran and Sweezy for comments (but which was not 
published until 1975 by Oxford University Press in india). He had a number of options, but onty iimited jab 
prospects, and the various plans he was considering involved: returning to the University of Chicago, or moving 
to Cuba, Mexico, Argentina, or Chie. He wrote a string of letters both to Baran and to Sweazy about his 
various possibilities, who discussed how to help him. in the end he went briefly to Chile and then to Mexico in 
1965. Out of this period arose his classic book Capitakism and Underdevelopment in Latin America (New York: 
Monthly Review Press, 19867}. 

. This quote from Marx is subsequently used in the final ninatean-page version of the first part of “Some 
Theoretical Implications.” 

. This refers to Joseph M. Gilman, “Disarmament and the American Economy,” Science & Society 28, na. 1 
(Winter 1984): 83-69 (a reviaw of Victor Perlo’s Mitarism and Industry (New York: International Publishers, 
1983). 


. Here Baran quoted from memory in German fram Goethe's Faust. See Johann Wolfgang von Goathe, Faust Fand 


ff (Cambridge, MA.: Surkamp/insel, 1984), 301, fines 11,936-37. 
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The Surplus in Monopoly Capitalism and 
the Imperialist Rent 


Samir Amin 


Editor’s Note: Since the 1950s Samir Amin has provided a systematic 
critique of the capitalist system, beginning with his landmark treatise, Th« 
Accumulation of Capital on a World Scale (1957) and extending to hi: 
important works of the last few years, most notably The Law of Worldwid 
Value (2010). Here he provides an explanation of the importance of Barar 
and Sweezy’s Monopoly Capital to this critique, relating “surplus” (which he 
identifies with all residual income/expenditures in the system of nationa 
accounts beyond invested profits and wages) to imperial rent. To aid in the 
understanding of his analysis here we have inserted two footnotes furthe 
explicating the two numerical examples he provides. 


Paul Baran and Paul Sweezy dared, and were able, to continue the world 
begun by Marx. Starting from the observation that capitalism’s inheren 
tendency was to allow increases in the value of labor power (wages) only at . 
rate lower than the rate of increase in the productivity of social labor, the 
deduced that the disequilibrium resulting from this distortion would lead te 
stagnation absent systematic organization of ways to absorb the excess profit 
stemming from that tendency. 

This observation was the starting point for the definition that they gave t» 
the new concept of “surplus.” Baran then extended Marx’s analysis of th 
dynamic of capital accumulation in volume two of Capital, restricted to th 
two Departments of Production of means of production and of consumptio: 
goods respectively, by introducing a surplus-absorbing Department III. 

I have always considered this bold stroke as a crucial contribution to th 
creative utilization of Marx’s thought. Baran and Sweezy dared and were abl 
to “start from Marx” but they refused to stop, like so many other Marxists, z 
the exegesis of his writings. 

Having, for my part, completely accepted this crucial EENEN fror 


SAMIR AMIN is director of the Third World Forum in Dakar, Senegal. His books ineluc 
The Liberal Virus, The World We Wish to See, and The Law of Worldwide Value (e 
published by Monthly Review Press). This article was translated from the French by Shar 
Mage. 
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Baran and Sweezy, | would like, in this modest offering for the special issue 
«that Monthly Review is devoting to honoring their work, to put forward a 
“quantitative metric” of that surplus. 


«Metric of the Surplus 

The surplus at issue is the result of growth in the productivity of social 
labor exceeding that of the price paid for labor power. Let us assume, for 
example, that the rate of growth in the productivity of social labor is about 4.5 
percent per year, sufficient to double the net product over a period of about 
fifteen years, corresponding to an assumed average lifetime for capital 

«equipment. Department | consists of investment goods which equal invested 
profits and Department II consists of wage goods which equal wages. To 
simplify the argument we will assume that for both Departments the organic 

«compositions and the rates of growth of labor productivity are fixed. To 
permit changes in those parameters would force us to use algebraic notation 

«for the model, which might easily be done but could make it harder for non- 
mathematicians to understand. Taking those complications into account 
‘would change nothing in the conclusions illustrated by the model, provided 
«only that real wages increase less than the net product. 

So let us assume that, in the long run, real wages would grow at a rate of 
about 2.5 percent per year to bring about an increase of 40 percent over a 
fifteen-year span. We end up with changes in the key magnitudes of the model 
in conformity with the following schema (numbers approximated): 


Table 1. Accumulation and Department III (Surplus) 















Net revenues 
100 











At the end of a half-century’s regular and continuous evolution of the 

system, the surplus (which defines the size of Department III relative to net 

«cevenue, itself the sum of wages, reinve:ted profits, and surplus) takes up two- 
thirds of the net product (roughly equivalent to GDP).” 


* Editors’ Note: In the first numerical example Amin assumes that prices are proportional 
«o labor values, that is, the organic composition of capital is the same throughout the economy 
and that rates of exploitation (wages divided by profits) are also equal. If markets were 
sompetitive, then, as per standard neoclassical economic theory, wages would rise by the same 
percentage as the rise in labor productivity. In his example, wages would rise by 4.5 percent, 
the same as the increase he assumes in productivity. However, he proposes, as do Baran and 
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The shift indicated here is approximately what in fact happened during 
the twentieth century in the “developed” centers of world capitalism (the 
triad of the United States/Europe/Japan). Keynes had indeed noted that 
mature capitalism was stricken by a latent tendency toward persistent 
stagnation. But he had not explained that tendency, which would have 
required him seriously to take into account the replacement of the 
“classical” competitive model by monopoly capitalism. His explanation 
thus remained tautological: stagnation was the result of the— 
unexplained—fall in the marginal efficiency of capital or expected profits 
on new investment (below even the strongest liquidity preference). In 
contrast, Baran and Sweezy explained to perfection both the tendency 
toward stagnation and the means used to overcome it. They unraveled the 
mysteries of contemporary capitalism. 

Initially, that is, until the 1914 war, surplus amounted in practice merely 
to tax-financed state expenditures of at most 10 to 15 percent of GDP. It was 
a matter of spending to maintain the sovereign (public administration, police, 
armed forces) expenditures, linked to the public management of some social 
services (education and public health), and the installation of some 
infrastructural elements (roads and bridges, ports, railroad lines). 

Analysis of the components corresponding to the concept of surplus shows 
the diversity of the rules governing their administration. Corresponding 
approximately to Marx’s Departments I and II in the national accounts are 
the sectors defined respectively as “primary” (agricultural production and 
mining), “secondary” (manufacturing), and a portion of so-called “tertiary” 
activities which is hard to derive from statistics that were not designed for that 
purpose, even when the definition of their status is not itself confusing. To be 
held to participate—indirectly—in the output of Departments I and II are: 
transportation of implements, raw materials, and finished products; trade in 
those products; and the cost of managing the financial institutions needed to 
service the two Departments. What are not to be regarded as direct or indirect 
constitutive elements in their output, and therefore to be counted as elements 
of surplus, are: government administration, public expenditures and transfer 
payments (for education, health, social security, pensions, and ald-age 
benefits), services (advertising) corresponding to selling costs, and personal 
services paid for out of income (including housing). 

Whether the “services” at issue, lumped together in the national accounts 





Sweezy (see the first essay by John Bellamy Foster for reasons why this is so), that under 
monopoly capital conditions, wages rise by less than productivity (abstracting from labor 
struggle that might force wages up). This means that over time the gap between the total output 
of a society and wages gets larger and larger. This is represented by the surplus in the last 
column of the example. This surplus has to be absorbed somewhere in the economy to avoid 
stagnation. 
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under the title “tertiary activities” (with the possibility of distinguishing among 
them a new sector termed “quaternary”), are administered by public or 
private entities does not by itself qualify them as belonging to Department II] 
(“the surplus”). The fact remains that-the volume of “tertiary” activities in the 
developed countries of the center (as also in many of the peripheral countries, 
though that question—a different one—does not concern us here) is much 
larger than that of the primary and secondary sector. Moreover, the sum of 
taxes and obligatory contributions in those countries by itself amounts to or 
exceeds 40 percent of their GDP. Talk by some fundamentalist right-wing 
ideologists calling for “reduction” of these fiscal extractions is purely 
demagogic: capitalism can no longer function in any other way. In reality, any 
possible decrease in the taxes paid by the “rich” must necessarily be made up 
by heavier taxation on the “poor”! 

We can thus estimate without risk of major error that the, “surplus” 
(Department III) accounts for half of GDP or; in other terms, has grown 
from 10 percent of GDP in the nineteenth century to 50 percent in the first 
decade of the twenty-first century. So if—in Marx’s day—an analysis of 
accumulation limited to consideration of Departments I and II made sense, 
that is no longer the case. The enrichment of Marxist thought by Baran, 
Sweezy, and Magdoff through their taking account of Department II] (and 
the linked concept of “surplus,” defined as we have recalled it) is for that ` 
reason decisive. I find it deplorable that this is still doubted by a majority of 
the analysts of contemporary Marxism! 

Once again, not “everything” in this surplus is to be “condemned” as 
useless or parasitical. Far from it! On the contrary, growth in a large fraction 
of the expenditures linked to this Department III is worthy of support. In a 
more advanced stage in the unfolding of human civilization, spending on such 
activities as education, health care, social security, and retirement—or even 
other socializing “services” linked to democratic structural alternatives to 
market structuring, such as public transport and housing—would take on even 
greater importance. In contrast, some constitutive elements of Department 
IHI—like the “selling costs” that grew so fabulously duning the twentieth 
century—are evidently of a parasitic nature and were quite early on viewed as 
such by some economists, like Joan Robinson, who were minimized or 
disparaged by their profession. Some public (weapons) and some private 
(security guards, legal departments) expenditures likewise are parasitic. A 
fraction of Department III, to be sure, is (or should we say was?) made up of 
spending that benefits workers and complements their wages (health care and 
unemployment insurance, pensions). Just the same, these benefits, won by the 
working classes through intense struggle, have been called into question 
during the past three decades, some have been cut back severely, others have. 
shifted from provision by a public authority based on the principle of social 
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solidarity to private management supposedly “freely bargained for” on the 
basis of “individual nights.” This management technique, prevalent in -the 
United States and expanding in Europe, opens supplementary, and very 
lucrative, areas for the investment of surplus. 

The fact remains that in capitalism all these usages of the GDP—whether 
“useful” or not—fulfill the same function: to allow accumulation to continue 
despite the growing insufficiency of labor incomes. What is more, the 
permanent battle over transferring many fundamental elements of Department 
III from public to private management opens supplemental opportunities for 
capital to “make a profit” (and thereby increase the volume of surplus!). 
Private medical care tells us that “If the sick are to be treated it must above all 
be profitable (to private clinics, to laboratories, to pharmaceutical 
manufacturers, and to the insurers)”! My analysis of the role of Department 
III in surplus absorption stands within the spirit of the pioneering work of 
Baran and Sweezy. The necessary conclusion is that a large proportion of the 
activities managed on those terms are parasitic and inflate the GDP, thus 
reducing drastically its significance as an indicator of the real “wealth” of a 
society. 

Counterposed to this is the current fashion of considering the rapid growth 
of this Department as a sign of the transformation of capitalism, its passage 
from the “industrial age” into a new stage, the “knowledge economy.” 
Capital’ s unending pursuit of realization would thus regain its legitimacy. The 
expression “knowledge capitalism” is itself an oxymoron. Tomorrow's 
economy, the socialist economy, would indeed be a “knowledge economy”: 
capitalism can never be such. To fantasize that the development of the 
productive forces, by itself, is establishing—within capitalism—tomorrow’s 
economy, as the wntings of Antonio Negri and his students would have us 
believe, has only a seeming validity. In reality, the realization of capital, 
necessarily based on the oppression of labor, wipes out the progressive aspect 
of this development. This annihilation is at the core of the development of 
Department III, designed to absorb the surplus inseparable from monopoly 
capitalism. 

We must therefore avoid confounding today’s reality (capitalism) with a 
fantasy about the future (socialism). Socialism is not a more adequate form of 
capitalism, doing the same things but only better and with a fairer income 
distribution. Its governing paradigm—socialization of management over direct 
production of use-values—comports exactly with a powerful development of 
some of the expenditures which currently, under canitulem: take part in its 
main function, surplus absorption. 


Order of Magnitude of the Imperialist Rent . 
In its globalized set-up capitalism is inseparable from impenialist 
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exploitation of its dominated peripheries by its dominant centers. Under 
monopoly capitalism that exploitation takes the form of monopoly rents (in 
ordinary language, the superprofits of multinational corporations) that are 
themselves by and large imperialist rents. 

In the propositions that I have put forward formulating the terms of a 
globalized law of value (see my The Law of Worldwide Value), | pointed to 
the full importance of this rent.’ I would here like to give an idea of its 
quantitative scope in the capitalism of generalized. monopolies and to link its 
effects to those associated with surplus absorption. 

The order of magnitude of the quantifiable fraction of the imperialist 
rent, the result of the differential in the prices of labor powers of equal 
productivity, is obviously large. In order here to give a sense of that order of 
magnitude, we hypothesize a division of the world’s Gross Product in the 
ratio of two-thirds for the centers (20 percent of the world’s population) and 
one third for the peripheries (80 percent of the population). We assume an 
annual rate of growth of Gross Product of 4.5 percent for both centers and 
periphenes, and a rate of growth of wages of 3.5 percent for the centers but 
total stagnation (zero growth) for peripheral wages. After fifteen years of 
development in this model we would arrive at the results summarized in the 
following table: 


Table 2. The Surplus (Department IlI) and Imperial Rent 





Imperialist Reat 








Of course, the volume of this imperialist rent, which seems to be on the 
order of half the Gross Domestic Product of the peripheries, or |7 percent of 
the world’s Gross Product and 25 percent of the centers’ GDPs, is partially 
hidden by exchange rates. It is a question here of a well-known reality that 
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introduces uncertainty into international comparisons: Are GDP value- 
comparisons to be made in terms of market exchange rates or according to 
exchange rates reflecting purchasing-power parities? Moreover, the rent is not 
transferred as a net benefit to the centers. That the local ruling classes hold on 
to some of it is itself the condition for their agreement to “play the 
globalization game.” But the fact remains that the material benefits drawn 
from this rent, accruing not only to the profit of capital ruling on a world scale 
but equally to the profit of the centers’ opulent societies, are more than 
considerable.” 

In addition to the quantifiable advantages linked to differential pricing of 
labor powers, there are others, nonquantifiable but no less crucial, based on 
exclusive access to the planets material resources, on technological 
monopolies, and on control over the globalized financial system. 

The share of imperialist rent transferred from the peripheries to the centers 
accentuates in its turn the global disequilibrium pointed out by Baran and 
forms an additional factor swelling the surplus to be absorbed. The contrast to 
be observed during the present phase of the crisis, between weak growth in the 
centers (United States, Europe, Japan) and rapid growth in the developing 
countries of the periphery, is to be understood only in terms of an overall 
analysis linking analysis of how surplus is absorbed to analysis of the 
extraction of impenialist rent. 


Note 
1, Samir Amin, The Law of Worldwide Valve (New York: Monthly Review Press, 2010). 


wy 


* Editors’ Note: In the second numerical example, Amin extends the analysis of the 
surplus to the global economy. Here monopoly capital is able to move around the globe and use 
its economic and political power to pay workers in the periphery of global capitalism a wage 
considerably belaw that in the center, even though their productivities are the same. For clarity 
of exposition, Amin assumes that wages in the peripheral countries do not increase at all. This 
results in an enormous growth of surplus in the periphery much of which is siphoned off as 
imperial rent and ends up mainly in the center via multinational corporations. The super profits 
(based upon superexploitation of the wage labor) then have to be absorbed, making the 
„stagnation tendency analyzed by Baran and Sweezy potentially more difficult to overcome. 
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The GDP Illusion 
Value Added versus Value Capture 


John Smith 


Introduction . 

The “GDP Illusion” is a fault in perception caused by defects in the 
construction and interpretation of standard economic data. Its main symptom 
is a systematic underestimation of the real contribution of low-wage workers in 
the global South to global wealth, and a corresponding exaggerated measure 
of the domestic product of the United States and other imperialist countries. 
These defects and distorted perceptions spring from the neoclassical concepts 
of price, value, and value added which inform how GDP, trade, and 
productivity statistics are devised and comprehended. The result is that 
supposedly objective and untarnished raw data on GDP, productivity, and 
trade are anything but; and standard interpretations conceal at Jeast as much 
as they reveal about the sources of value and profit in the global economy. 

Three archetypical examples of the “global commodity”—the iPhone, the 
T-shirt, and the cup of coffee—validate and illustrate this argument; their 
diversity serves to highlight what is universal to them and to all other products 
of globalized production processes. All data and experience, except for 
economic data, points to a significant contribution to the profits of Apple Inc. 
and other western firms by the workers who work long, hard, and for low 
wages to produce their commodities. Yet economic data show no sign of any 
such contribution; instead, the bulk of the value realized in the sale of these 
commodities, and all of the profits reaped by Apple and Starbucks from 
them, appear to originate in the country where they are consumed. These 
three global commodities are in tum representative of broader transformations. 
in capitalist production. 

Economic statistics and their standard interpretation also obscure the 
relation of exploitation in the relations between northern firms and southern 
producers, This relation of exploitation does not disappear entirely but 
remains partially visible in the paradoxes and anomalies which infest standard 
accounts of global political economy. These paradoxes and anomalies are like 
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blemishes in a distorting lens that alert observers to its existence, making it 
necessary to identify and characterize this distortion so that the world can be 
seen as it is. This distortion is the misrepresentation of value captured as value 
added. 


Part One: What Contribution Do Foxconn Workers Make to Apple’s and 
Dell’s Profits? 

What contribution do the 300,000 workers employed by Foxconn 
International in Shenzhen, China who assemble Dell’s laptops, and Apple’s 
iPhones—and the tens of millions of other workers in low-wage countries 
around the world who produce cheap intermediate inputs and consumer 


_ goods for western markets—make to the profits of Dell, Apple, and other 
‘leading western firms? Or to the income and profits of the service companies 


that provide their premises and retail their goods? According to GDP, trade 
and financial flow statistics, and mainstream economic theory, none 
whatsoever. Apple does not own the Chinese, Malaysian, and other 
production facilities that manufacture and assemble its products. In contrast to 
the in-house, foreign direct-investment relationship that used to typify 
transnational corporations, no annual flow of repatriated profits is generated 
by Apple’s “arm’s length” suppliers. Standard interpretation of economic 
statistics, all of which record the results of transactions in the market place, 
assumes that the slice of the iPhone’s final selling price captured by each U.S. 
or Chinese firm is identical to the value added each supposedly contributed. 
They reveal no sign of any cross-border profit flows or value transfers affecting 
the distribution of profits to Apple and its various suppliers. The only part of 
Apple’s profits that appear to originate in China are those resulting from the 
sale of its products in that country. According to the standard interpretation of 
economic data, as Marx said, the value of commodities “seem not just to be 
realised only in circulation but actually to arise from it.”’ And so the flow of 
wealth from Chinese and other low-wage workers sustaining the profits and 
prosperity of northem firms and nations is rendered invisible in economic data 
and in the brains of the economists. 

Apple’s products, and those of Dell, Motorola, and other U.S., 
European, South Korean, and Japanese companies, are assembled by 
Foxconn, the major subsidiary of Taiwan-based Hon Hai Precision 
Industries. Foxconn’s one million employees assemble “an estimated 40 
percent of the world’s consumer electronics,” ‘according to the New York 
Times,” Its complex of fourteen factories at Shenzhen in southern China has 
become world famous both for its sheer size and for a spate of suicides 
amongst-its workers in 2010. Foxconn’s Shenzhen workforce peaked that year 
at around 430,000 workers and is currently being scaled back in-favor of 
plants elsewhere in China. In January 2012 Hon Hai chairman Terry Gou 
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provoked a firestorm with his remark, during a visit to the Taipei Zoo, that 
“as human beings are also animals, to manage one million animals gives me a 
headache,” followed by a request to the zookeeper for advice on how to 
manage his “animals.” Want China Times commented, “Gou’s words could 
have been chosen more carefully...working and living conditions {in 
Foxconn’s huge Chinese plants] are such that many of its Chinese employees 
might well agree that they are treated like animals.” 


iPods and iPhones 

The Apple iPhone and related products are prototypical “global 
commodities,” the result of the choreography of an immense diversity of 
concrete labors of workers on every continent. Contained within each 
handheld device are the social relations of contemporary global capitalism. 
Examination of who makes these products and who profits from them reveals 
many things. The most striking and significant of these is the huge scale of the 
shift of production processes to low-wage nations, and, corresponding to this, 
the greatly increased dependence of firms and governments in North America, 
Europe, and Japan on super-profits obtained from the living labor of these 
countries. 

Research on the Apple iPod, published in 2007 by Greg Linden, Jason 
.Dedrick, and Kenneth Kraemer, is particularly valuable because it reveals two 
things absent from many more recent iPhone studies: (1) their study 
quantifies the living labor directly involved in the iPod’s design, production, 
transportation, and sale; and it also reports (2) the vastly different wages 
received by these diverse groups of workers.* 

In 2006, the 30Gb Apple iPod retailed at $299, while the total cost of 
production, performed entirely overseas, was $144.40, giving a gross profit 
margin of 52 percent. What Linden, Dedrick, and Kraemer call “gross 
profits,” the other $154.60, is divided between Apple, its retailers and 
distributors, and—through taxes on sales, profits, and wages—the 
government. All of this, 52 percent of the final sale price, is counted as 
supposed value added generated within the United States and contributes 
towards U.S. GDP. They also found that “the iPod and its components 
accounted for about 41,000 jobs worldwide in 2006, of which about 27,000 
were outside the United States and 14,000 in the United States. The — 
offshore jobs are mostly in low-wage manufacturing, while the jobs in the 
United States are more evenly divided between high wage engineers and 
managers and lower wage retail and non-professional workers.”® 

Just thirty of the 13,920 U.S. workers were production workers (receiving 
on average $47,640 per annum); 7,789 were “retail and. other non- 
professional” workers (whose average wages are $25,580 per annum); and 
6,101 were “professional” workers, i.e., managers and engineers involved in 
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research and development. This latter category captured more than two-thirds 
of the total U.S. wage bill, receiving on average $85,000 per annum. 
Meanwhile, 12,250 Chinese production workers received $1,540 per annum, 
or $30 per week—just 6 percent of the average wages of U.S. workers in 
retail, 3.2 percent of the wages of U.S. production workers, and 1.8 percent 
of the salaries of U.S. professional workers.® The number of workers 
employed in iPod-related activities was similar in the United States and 
China, yet the total U.S. wage bill was $719 million and the total Chinese 
wage bill was $19 million.. 

A study published by the Asian Development Bank (ADB) in 2010 
reported on Apple’s latest product, revealing an even more spectacular mark 
up. “iPhones were introduced to the U.S. market in 2007 to large fanfare, 
selling an estimated 3 million units in the United States in 2007, 5.3 
million in 2008, and 11.3 million in 2009.” The total manufacturing cost 
of each iPhone was $178.96 and sold for $500, yielding a gross profit of 
64 percent to be shared between entities such as Apple, its distributors, and 
the U.S. government, all of which appears as “value added” generated 
within the United States. The main focus of this report was the effect of 
iPhone production on the United States-China trade deficit, finding that 
“most of the export value and the deficit due to the iPhone are attributed to 
imported parts and components from third countries.” However, Chinese 
workers “contribute only US$6.50 to each iPhone, about 3.6% of the total 
manufacturing cost.”” Thus more than 96 percent of the export value of the 
iPhone is composed of re-exported components manufactured in. third 
countries, all counting as Chinese exports to the United States, while none 
of it towards China’s GDP. The authors do not investigate in detail how 
these gross profits are shared between Apple, suppliers of services, and the 
U.S. government, but they can hardly avoid commenting on their 
spectacular size, noting that if “the market were fiercely competitive, the 
expected profit margin would be much lower.... Surging sales and the high 
profit margin suggest that...Apple maintains a relative monopoly 
position.... It is the profit maximization behavior of Apple rather than 
competition that pushes Apple to have all iPhones assembled in the 
PRC.”® 

This leads the ADB researchers to imagine a scenario in which Apple 
moved iPhones assembly to the United States. They assume U.S. wages to 
be ten times higher than in China and that these hypothetical U.S. assembly 
workers would work as intensely as the real ones do at Foxconn, calculate that 
“if iPhones were assembled in the United States the total assembly cost 
would rise to US$65 [from $6.50 in China, and] would still leave a 50% 
profit margin for Apple,”® and finish by appealing to Apple to show some 
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“corporate social responsibility” by giving up “a small portion of profits and 
sharing them with low skilled US workers.”’° They might just as well suggest 
Apple give a much-needed boost to demand in the Chinese economy by 
sharing its $110 billion cash pile among Foxconn’s workers. 

Apple’s iPhone exhibits general trends and fundamental relationships, but 
in an exaggerated and extreme form. Hon Hai made $2.4 billion in profits in 
2010, or $2,400 per employee, compared to $263,000 in profits reaped by 
Apple for each of its 63,000 employees (43,000 of whom are in the United 
States); this figure is expected to rise to $405,000 in 2012. On March 11, 
2011, Hon Hai’s share price valued the company at $36.9 billion; 
meanwhile Apple, with not a factory to its name, was valued at $324.3 
billion." Apple’s share price has soared in the year since, its market 
capitalization almost doubling to around $600 billion, overtaking Exxon to 
become the world’s most valuable company. Further boosting its share price, 
it has accumulated a huge $110 billion cash stockpile that it has no productive 
use for. 

Meanwhile, in what one study called a “paradox of assembler misery and 
brand wealth,” Hon Hai’s profits and share price have been caught in the 
pincers of rising Chinese wages, conceded in the face of mounting worker 
militancy, and increasingly onerous contractual requirements, as the growing 
sophistication of Apple’ s (and other firms’) products increase the time 
required for assembly.'2 While Apple’s share price has risen more than 
` tenfold since 2005, between October 2006 and January 2011 Hon Hai’s 
share price slumped by nearly 80 percent. The Financial Times reported in 
August 2011 that “costs per employee [are] up by exactly one-third, year-on- 
year, to just under US$2,900. The total staff bill was $272m: almost double 
gross profit...rising wages on the mainland helped to drive the consolidated 
operating margin of the world’s largest contract manufacturer of electronic 
devices...from 4—5% 10 years ago to a 1-2% range now.” ™® 

Seeking cheaper labor and to reduce dependence on the increasingly restive 
Shenzhen workforce, Financial Times columnist Robin Kwong reports that 
Hon Hai “has invested heavily i in shifting production from China's coastal areas 
to further inland and is in the process of increasing automation at its factories. 
As a result, Hon Hai last year saw its already thin margins shrink even 
further.”'* The combination of sharply rising wages, heavy capital spending, 
and relentless cost-cutting by companies like Apple is bad enough, but worst of 
all is the chronic sickness which Hon Hai’s and China’s principal export 
markets have fallen into. Kwong concludes, “it is not hard to see why the last 
thing Gou needs now, after building all those inland factories, is a slowdown in 


demand.” 
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The T-Shirt 

The iPhone’s dazzling sophistication and iconic brand status can too 
easily blind the observer to the exploitative and imperialist character of the 
social and economic relations it embodies. Nevertheless, the same 
fundamental relationships can be seen across the entire range of consumer 
goods. Take, for example, the humble T-shirt. Tony Norfield, in “What the 
‘China Price’ Really Means,” tells the story of a T-shirt made in Bangladesh 
and sold in Germany for €4.95 by the Swedish retailer Hennes & Mauritz 
(H&M). H&M pays the Bangladeshi manufacturer €1.35 for each T-shirt, 
28 percent of the final sale price, forty euro cents of which covers the cost of 
400 grams of cotton raw material imported from the United States; shipping 
to Hamburg adds another six cents per shirt. The remaining €3.54 counts 
towards the GDP of Germany, the country where the T-shirt is consumed, 
and is broken down as follows: €2.05 provides for the costs and profits of 
German transporters, wholesalers, retailers, and advertisers (some of which 
will revert to the state through various taxes); H&M makes sixty cents profit 
per shirt; the German state captures seventy-nine cents of the sale price 
through VAT at 19 percent; and sixteen cents covers “other items. ”?° 

Thus, in Norfield’s words, “a large chunk of the revenue from the selling 
price goes to the state in taxes and to a wide range of workers, executives, 
landlords and businesses in Germany. The cheap T-shirts, and a wide range 
of other imported goods, are.both affordable for consumers and an important 
source of income for the state and for all the people in the richer countries.” 
_ The Bangladeshi factory makes 125,000 shirts per day, of which half are 
sold to H&M, and the rest to other western retailers. Workers at the factory, 
85 percent of whom are women, earn just €1.36 per day for a 10—12 hour 
shift. The machine each worker runs produces 250 T-shirts per hour, or 
eighteen T-shirts for each euro cent of the workers’ wages. The factory is one 
of 4,500 garment factories in Bangladesh employing more than 3.5 million 
people. Their low wages partly explain, according to Norfield: 


why the richer countries can have lots of shop assistants, delivery drivers, 
managers and administrators, accountants, advertising executives, a wide 
range of welfare payments and much else besides. The wage rates in 
Bangladesh are particularly low, but even the multiples of.these seen in 
other poor countries point to the same conclusion: oppression of workers 
in the poorer countries is a direct economic benefit for the mass of people 
in the richer countries. 7 : 


The Cup of Coffee 
Our picture is completed by the addition of a third iconic global, 
commodity—the cup of coffee. Perhaps you have one clasped in one hand as 
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you read this—don’t spill any- on your T-shirt or smart phone! Coffee is 
remarkable in that, alone of major internationally traded agricultural 
. commodities, none of it, apart from small quantities grown in Hawaii, is 
grown in imperialist countries, and for this reason it has not been subject to 
_ trade-distorting agricultural subsidies such as those affecting cotton and sugar. 
Yet the world’s coffee farmers have fared as bad, if not worse, than other 
primary commodity producers. Most of the world’s coffee is grown on small 
family farms, providing employment worldwide to 25 million coffee-farmers 
and their families, while two U.S. and two European firms (Sara Lee, Kraft, 
Nestlé, and Procter & Gamble) dominate the global coffee trade. Those who 
cultivate and harvest the coffee receive less than 2 percent of its final retail 
price.! In 2009, according to the International Coffee Organization, the 
roasting, marketing, and sale of coffee added $31 billion to the GDP of the 
nine most important coffee-importing nations—more than twice the total 
export earnings that year of all coffee-producing nations. . 
` In common with other global commodities, the portion of the price of a 
cup of coffee that is counted as value added within the coffee-drinking 
countries has steadily risen over time—in the United Kingdom, to take the 
most spectacular example, between 1975 and 1989 coffee’s import price 
averaged 43 percent of the retail price; between 2000 and 2009 the average 
was just 14 percent. "° 
Just as, according to the economists and accountants, not one cent of 
A\pple’s profits come from Chinese workers, and just as H&M’s bottom line 
owes nothing to superexploited Bangladeshi workers, so do all of Starbuck’s 
and Caffé Nero’s profits appear to arise from their own marketing, branding, 
and retailing genius, and not a penny can be traced to the impoverished coffee 
farmers who handpick the “fresh cherries.” In all of our three archetypical 
global commodities, gross profits, i.e., the difference between their cost of 
production and their retail price, are far in excess cf 50 percent, flattering not 
only northern firms’ profits but also their nations’ GDPs.” 


Not Just China 

We complete this section by briefly looking at the wider transformations 
which smartphones, T-shirts, and cups of coffee epitomize. China’s 
astonishing rise as a major manufacturing exporter is renowned, but 
manufactured exports provided 50 percent or more of export growth between 
1990 and 2004 for another forty “emerging nations” that have a combined 
population twice the size of China’s. Of these nations, twenty-three of them— 
home to 76 percent of the entire population of the global South, and 
including eight of the ten most populous southem nations—received more 
than half of their export earnings from manufactured goods in 2004.7! In 
addition, many other smaller nations have made a brave effort to reorient their 
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economies to the export of manufactures, playing host to manufacturing 
enclaves that exert a powerful and distorting influence on their national 
economies. While industrial development in the global South may be very 
unevenly distributed, it is nevertheless very widespread, as is indicated by the 
proliferation of export processing zones (EPZs). In 2006, the latest year for 
` which there are statistics, more than 63 million workers, most of them 
women—almost triple the EPZ workforce of a decade earlier—were 
employed in 2,700 EPZs in more than 130 countries,” producing goods 
mainly for final consumption in Triad markets.” 

By “liberating” hundreds of millions of workers and farmers from their ties 
to the land or their jobs in protected national industries, neoliberal globalization 
has stimulated the expansion in southern nations of a vast pool of 
superexploitable labor. U.S., European, and Japanese firms have vigorously 
responded by shifting production on a massive scale to low-wage countries, 
either through foreign ‘direct investment (FDI) or through arm’s length 
contractual relations with independent suppliers. The resulting outsourcing 
phenomenon has transformed the imperialist economies, accelerating the 
declining weight of industrial production in their GDPs. Most significantly it 
has transformed the global working class: in just three decades, the South’s 
industrial workforce has moved from numerical parity with the “industrialized 
countries” to now constituting 80 percent of the global total. According to Gary 
Gereffi, a “striking feature of contemporary globalization is that a very large and 
growing proportion of the workforce in many global value chains is now located 
in developing economies. In a phrase, the centre of gravity of much of the 
world’s industnal production has shifted from the North to the South of the 
global economy.”™ 

As the editors of Monthly Review stated in 2004, “Multinational capital is 
thus able to take advantage of global asymmetries to create more vicious forms 
of competition between pools of labor that are geographically immobile and 
thus unable to coalesce.” Central to these “global asymmetries” is the 
suppression of the free movement of labor across borders, something that is 
accomplished by the permanent mobilization of a massive political and 
military force which is in turn part of a wider infrastructure of racism and 
national oppression. These impede labor’s coalescence as an international 
movement and they interact with a hugely increased supply of labor in 
southern nations to produce a dramatic widening of international wage 
differentials, vastly exceeding price differences in all other global markets. 

The resulting steep wage gradient between northern and southern 
economies provides two different ways for northern capitalists to increase 
` profits: (1) by expanding exploitation of low-paid labor throughout the 
relocation of production processes to low-wage countries; or (2) by the 
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superexploitation of low-wage migrant workers “at home.” The IMF’s World 
Economic Outlook 2007 makes this connection quite precisely, noting that the 
“global pool of labor can be accessed by advanced economies through imports 
and immigration,” and observing that trade “is the more important and faster- 
expanding channel, in large part because immigration remains very restricted 
in many countries.” Stephen Roach, a senior economist at Morgan Stanley, 
brought this driving force of neoliberal globalization into unusually sharp 
focus: “in an era of excess supply, companies lack pricing leverage as never 
before. As such, businesses must be unrelenting in their search for new 
efficiencies...offshore outsourcing that extracts product from relatively low- 
wage workers in the developing world has become an increasingly urgent 
survival tactic for companies in the developed economies. ”?” 


Not Just Wages 


- Despite decades of wage stagnation in the United States and of wage 
increases in China, the ratio between the two, adjusted for purchasing power 
parity, remain extremely large. One study, based on data from China’s 
National Bureau of Statistics, estimated the difference in 2009 to be atound 
16-to-[, rising to 37-to-1 if prevailing exchange rates are used to make the 
comparison——and it is these that matter to U.S., European, and Japanese 
firms weighing whether to outsource their production.” Wages vary widely 
between different parts of China, between migrant and domiciled workers, 
and between state-owned and private firms. These and other distortions make 
companson difficult, and the ratios given here are indicative. 

But ultra-low wages are not the only factor attracting profit-hungry 
western firms. They are also attracted by the flexibility of the workers and 
the intensity with which they can be worked. Charles Duhigg and Keith 
Bradsher, in a widely quoted New York Times study, provide a vivid 
- illustration: 


One former executive described how [Apple Inc.] relied upon a Chinese 
factory to revamp iPhone manufacturing just weeks before the device was 
due on shelves. Apple had redesigned the iPhone’s screen at the last 
minute, forcing an assembly line overhaul. New screens began arriving at 
the plant near midnight. A foreman immediately roused 8,000 workers 
inside the company’s dormitories, according to the executive. Each 
employee was given a biscuit and a cup of tea, guided to a workstation and 
within half an hour started a 12-hour shift fitting glass screens into beveled 
frames. Within 96 hours, the plant was producing over 10,000 iPhones a 
day.” 


High rates of flexibility and intensity of labor in the global South cast 
serious doubt on the notion that low southern wages reflect low southern 
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productivity. When we consider wage differentials along with factors such as 
the conditions, duration, and intensity of labor, as well as the paucity of the 
“social wage,” it is irrefutable that higher rates of exploitation pertain in 
countries such as China, Bangladesh, and Mexico than in the United States, 
Spain, or Germany. To put this another way, Chinese, Bangladeshi, and 
‘Mexican workers receive in their wages a smaller portion of the wealth they 
have generated than do workers in the impenailist countries. 


Part Two: The GDP illusion 


In each of the three global commodities examined above, the gadget-maker 
(Apple), the giant retailer (H&M), and the café chain (Starbuck’s) have 
outsourced all or most of the production to independent suppliers, with whom 
they maintain an “arm’s length,” contractual relationship. Their connection 
with the workers and farmers who produce their goods is therefore indirect, in 
contrast to the case of FDI. In this form of the globalized capital/labor 
relationship, the profit flows—from transnational corporations’ subsidiaries to 
parent firms—are at least partially visible, showing up in the data as 
repatriated profits. By contrast, there are no visible flows of profits from arm’s- 
length suppliers to their northern customers. Therefore, according to economic ` 
data and mainstream economic theory, the workers employed by Foxconn and 
the myriad of other “arm’s length” firms in other low-wage countries, 
producing cheap intermediate inputs and consumer goods for western 
markets, make no contribution whatsoever to the profits of Dell and Apple, 
nor of the related service industries that provide their premises and retail their . 
goods. 

It is well known that the standard Mercator projection of the three- 
dimensional surface of planet Earth into the two-dimensional frame of a map 
stretches the northern hemisphere and shrinks the trepics. Standard data on 
GDP and trade flows produce a similar effect, diminishing the global South’s 
contribution to global wealth and exaggerating that of the impenalist 
countries. To see how this is done it must be remembered that, despite its claim 
to be a measure of “product,” GDP and trade data measure the results of 
transactions in the marketplace. Yet nothing is produced in markets, the world 
of the exchange of money and titles of ownership; production takes place 
elsewhere, behind high walls, on private property, in production processes. 
Values are created in production processes and captured in markets and have a 
prior and separate existence from the prices finally realized when they are sold. 
Yet these values “seem not just to be realised only in circulation but actually to 
arise from it,” an illusion that gives rise to the central fallacy underlying standard 
interpretations of economic data: the conflation of value with price? This 
matter will be returned to shortly; here it is only necessary to note that it is 
impossible to analyse the global economy without using data on GDP and 
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trade, yet every time we uncritically cite this data we open the door to the core 
fallacies of neoclassical economics which these data project. To analyse the 
global economy we must decontaminate this data, or rather the concepts we use 
to interpret them. 


GDP-—Some Paradoxes and Peculiarities 


Before we lay out the theoretical basis for overturning standard 
interpretations of GDP and trade data, we must first consider some of the 
paradoxes and anomalies that make this radical break necessary. As we have 
seen from our three global commodities, when a consumer buys a gadget, an 
item of clothing, or imported foodstuffs only a small fraction of its final selling 
price will appear in the GDP of the country where it was produced, while the 
greater part of it appears in the GDP of the country where it is consumed. 
Only an economist could think there is nothing wrong with this! Another even 
more startling example of the paradoxes produced by GDP statistics is that in 
2007 the nation with the highest per capita GDP—that is, whose citizens are 
supposedly the most productive on earth—was Bermuda. This island tax 
haven leapt above Luxembourg to become the world’s number one when 
hedge funds needed a new home following the destruction of the World 
Trade Center in September 2001. Bermuda was given a further boost by 
Hurricane Katrina, which sparked a global nse in insurance premiums and a 
flight of hot money into the world’s reinsurance industry—of which Bermuda 
is one of the most important centres. Despite ranking as, size-for-size, the 
world’s most productive nation, virtually the only productive activity taking 
place in Bermuda is the production of cocktails in beach bars and the 
provision of other high-end tourist services.*’ Meanwhile, 1,600 kilometers 
south-by-southwest of Bermuda lies another island nation, the Dominican 
Republic, where 154,000 workers toil for a pittance in fifty-seven export 
processing zones, producing shoes and clothing mainly for the North 
American market. Its GDP, on a per capita basis, is just 8 percent of 
Bermuda’s when measured in PPP (purchasing power parity) dollars, or 3 
percent at market exchange rates; in 2007 it languished ninety-seven places 
below Bermuda in the CIA World Factbook’s global league table of per 
capita GDP. Yet which country, Bermuda or the Dominican Republic, 
makes a greater contribution to global wealth? 

The comparison between Bermuda and the Dominican Republic is a 
special case, challenging us to recognize that the “financial services” that 
Bermuda “exports” are nonproduction activities that consist of teeming and 
lading wealth produced in countries like the Dominican Republic. If “GDP 
per capita” was a true measure of the actual contribution of hedge fund 
traders and workers in Caribbean shoe factories to social wealth, then their 
relative position would surely be reversed. We can get closer still to seeing 
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through the GDP Illusion by considering an interesting paradox: What 
happens when intensifying competition with China and other footwear and 
hosiery producers for access to the shelves of stores like Wal-Mart and Top 
Shop forces the Dominican Republic’s employers to reduce wages? Assuming 
that this increased competition results from China’s lower wages rather than 
from more advanced production techniques (in other words, assuming that the 
socially necessary labor time required to produce these commodities is - 
unaltered), lower real wages signify an increased rate of exploitation and a 
higher rate of surplus value. The fall in the price of shoes signifies that only a 
portion of the surplus value resulting from the increased exploitation of shoe 
workers appears in the profits of their employers. The remainder is a 
contribution to total surplus value (shared between capitals and supporting 
profit of all kinds), and to consumers, supporting their consumption levels. 

A reduction in the real wage in the Dominican Republic therefore means 
that its living labor becomes more important as a source of surplus value and 
profit. GDP and trade data, however, lead us to the very opposite 
conclusion: falling real wages in the Dominican Republic allow the prices of 
its export products to also fall, and with them the apparent contnbution of the 
Dominican Republic to global wealth and profits. And the same goes for 
measures of the Dominican T-shirt makers’ productivity, too. Falling prices 
received for outputs directly translate into what is counted as falling value 
added per worker, the standard measure of productivity. These workers make 
the same amount of shoes before and for less money, making them more 
“productive of capital” than before, yet value-added data report a decline in 
their productivity. Statistics on “labor productivity” are, therefore, as 
contaminated as those on GDP and trade. 

Indeed, the key to understanding global capitalism lies in what we mean 
by “the productivity of labor” and how we measure it. Economists and 
statisticians achieve their numerical measurements by computing value added 
per worker, but Marxist political economy has a very different starting point: 
while the mainstream concept of productivity rests on the conflation of price 
and value, thereby abolishing the complex relation between the two, for 
Marxist political economy “productivity” is a contradictory unity, embodying 
what Marx counted among the greatest of his discoveries, “the two-fold 
character of labour, according to whether it is expressed in use value or 
exchange value.”? 


“Valued Added”—or Value Captured? 


The paradoxes discussed here, and the global commodities dissected 
earlier, suggest that uncritical acceptance of trade and GDP data leads to a 
distorted picture of the relative contributions of the imperialist countries and 
the global South to global wealth. To see why this is so we must look more 


ANALYTICAL MONTHLY REVIEW/ JULY-AUGUST 2012 93 


JOHN SMITH 


closely at GDP; it is, essentially, the sum of the “value added” generated by 
each firm within a nation. The key concept within GDP is therefore value 
added. Value added is defined as the difference between the prices paid for 
all inputs and the prices received for all outputs.** According to this core 
neoclassical concept, the amount by which the price of outputs exceeds the 
price of inputs is automatically and exactly equal to the value that it has 
generated in its own production process, and cannot leak to other firms or be 
captured from them. Seen through the neoclassical lens, production is not only ` ` 
a black box, where all we know is the price paid for the inputs and the price 
received for the outputs; it is also hermetically sealed from all other black 
boxes, in that no value can be transferred or redistributed between them as a 
result of the competition for profits. Marxist political economy rejects this 
absurdity and advances a radically different conception: value added is really 
value captured. It measures the share of total economy-wide value added that 
is captured by a firm, and does not in any way correspond to the value created 
by the living labor employed within that individual firm. Indeed, Marxist 
value theory maintains that many firms supposedly generating value added are 
engaged in nonproduction activities like finance and administration that 
produce no value at all. 

GDP is frequently criticized for what it leaves out of its alabia of 
“domestic product”—so-called “externalities,” e.g., pollution, the depletion of 
non-renewable resources, and the destruction of traditional societies; as well as 
for where it draws the “production boundary,” excluding all those productive 
activities that take place outside of the commodity economy, especially 
household labor. Yet GDP as a concept has never been systematically 
criticized for what it claims to measure, not even by Marxist and other 
heterodox critics of the mainstream. Part of the answer lies in the fact that 
marginalist and Marxist value theory coincides at one point: while Marxist 
value theory reveals that the individual prices received for the sale of 
commodities systematically diverge from the values created in their production, 
at the aggregate level all these individual divergences cancel out. In the 
aggregate, total value is equal to total price.” 

If, within a national economy, value produced by- one firm (i.e., one 
production process) can condense in the prices paid for commodities 
produced in other firms, then it is irrefutable that, especially in the era of 
globalized production, this also occurs between firms in different countries and 
continents. In other words, as David Harvey once surmised, “the geographical 
production of surplus value [may] diverge from its geographical 
distribution.”** To the extent that it does, GDP departs ever further from 
being an objective, more-or-less accurate approximation of a nation’s product 
(indeed, it never was), and is instead a veil that conceals the increasingly 
-parasitic and exploitative relation between northern capitals and southern 
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living labor—in other words the imperialist character of the global capitalist 
economy. 


Conclusion 


Commenting on the ADB report cited earlier, Financial Times columnist 
Gillian Tett said the “challenge for economists is...profound. In the old days, 
they typically measured the output of an economy by watching where goods 
were ‘made’; but which country should claim the ‘value’ for an iPhone (or an- 
Italian suit or an American Girl doll}? Where does the real ‘output’ come, in 
a world where companies can shift profits around?”*” The real question, 
however, is not just where the “real output” comes from but also where it goes 
to, who generates this wealth, and who appropriates it. 

The GDP Illusion at least partly explains why dominant paradigms see 
the global South as peripheral and its contribution to global wealth of minor 
importance, despite the ubiquity of the products issuing from its mines, 
plantations, and sweat shops; and despite the fact that southern living labor 
are the creators of much or most of our clothes and electronic gadgets, of the 
flowers on our table, of the food in our fridge, and even of the fridge itself. 

Labor’s share of GDP within a country is not directly and simply related 
to the prevailing rate of exploitation in that country, since a large component 
of “GDP” in the imperialist nations represents the proceeds of exploited 
southern labor. . 

As our three global commodities reveal in microcosm, the globalization of 
production is at the same time the globalization of the capital/labor relation. 
The main driver of this great transformation is capital’s insatiable quest for 
low wages and high rates of exploitation. Its main result is the heightened 
dependence of capitalists and capitalism in the imperialist countries on the 
proceeds of exploitation of nature and living labor in the global South. The 
imperialist division of the world that was a precondition for capitalism is now 
internal to it.** Neoliberal globalization therefore signifies the emergence of 
the fully evolved imperialist form of capitalism. 

Finally, the critique of concepts and statistics outlined here has major 
implications for our understanding of the global crisis. This global crisis is 
“financial” only in form and appearance. It marks the reappearance of a 
systemic crisis which the outsourcing phenomenon itself was a response to: 
replacing higher-paid domestic labor with low-paid southern workers helped 
support profits, consumption levels, and reduced inflation in the United 
States, Europe, and Japan. Along with the expansion of debt, outsourcing 
was crucial to the imperialist economies’ escape from the crises of the 1970s. 
Furthermore, outsourcing is deeply implicated in many ways in the return of 
systemic crisis. Giving a central place to the sphere of production in the 
analysis of the global crisis, a task preoccupying many Marxist economists, 
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requires accounting for the enormous transformations that have occurred 
within this sphere in the past three decades of neoliberal globalization. And 
this requires that we dispel the GDP Illusion. 
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All this talk about growth as good and faster growth as better, leaves out 
the truly important questions: Do we need growth? If so, what kind of 
growth? And, how about at least beginning to talk about an economy/society 
that rejects permanent growth as the oxymoron it obviously is and focuses on 
the really important issues of human and planetary existence? 

—Harry Magdoff and Paul M. Sweezy, “Notes from the Editors,” 
Monthly Review (May 1996) 
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_ One may feel tempted to apply the term paradigm to the changes in 
economic doctrines and especially to the great revolution brought about by 
Keynes and Kalecki. If one considers the great bulk of the economic profession, 
however, the term is misplaced. Keynes has never been accepted by more than 
a minority. Kalecki’s importance has hardly been known outside a small circle. 
The dominant doctrine was the neo-classical synthesis, a hotchpotch of ideas. I 
do not think I am excessively frivolous if, instead of paradigms, I speak of 
fashions in economics. 

—Joseph Steindl’ 

Austerity is now “in fashion,” as governments respond to the revenue 
shortfalls of the crisis through deficit reduction plans and fiscal stability pacts, 
and economists blame it on the profligate spending of households and 
countries.” Consumers, they say, bought houses they could not afford and 
countries consumed more than they produced, while loose monetary policies 
made this spending possible. Governments “got prices wrong,” keeping 
interest rates too low for too long,® and while increases in government 
spending might alleviate current employment problems,‘ this deficit spending 
is inflationary, and in any case will. not help in the long run as budget deficits 
raise interest rates, “crowding out” business and household spending. It is as 
if we have stepped back in time, to the depression years of the 1930s, when 
monetary. theories of the cycle were dominant, the “overinvestment” of the 
boom blamed for the downturn, and effective fiscal actions proposed by 
Keynes and others blocked by preoccupation with the public debt and its 
burdens. 

The analysis here is concerned with the systematic rejection of Keynes’s 
and Kalecki’s revolution in economics and the resurrection of Say’s Law 
(supply creates its own demand) of pre-Keynesian economics in all but 
name—a view that underlies today’s austerity economics. It was Josef Steindi, 
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. author of Maturity and Stagnation in American Capitalism, who offered the 
most thoroughgoing critical perspective on this shift—a shift in fashion rather 
than paradigm, reflecting the inability of received economics to accommodate 
a genuine scientific revolution.” Steindl was a great neo-Marxist/post- 
Keynesian economist, who lived long enough into the present period to 
provide critical insights into the growth of the neoliberal fashion. When 
stagnation returned this time, after Keynes, it was stagnation not only as an 
underlying tendency, but also what Steindl called “stagnation as policy” 
backed up by a reversion to pre-Keynesian thinking.® 

This pre-Keynesian stance of the economics profession perhaps should not 
be surprising in that most economists, as Steindl notes, never accepted 
Keynes, and the “dismantling of the General Theory started as soon as it was 
published if not before.”” Critics argued that the new theory was not as new 
as Keynes claimed; it was just a “special case”. of the conventional 
(“classical”) theory, applicable only under special conditions—such as 
inflexible labor markets (“sticky prices”) or “money illusion.” Its demand 
constrained, unemployment equilibrium occurred under these conditions 
alone, so that while Keynesian employment policies could be effective—and 
many members of the new “neoclassical synthesis” school advocated them— 
their Keynesian justification was invalid. Not only was the new theory not so 
new, it was quite wrong. 

But while the Keynesian revolution never took hold, and the Monetarist 
“counterrevolution” occurred long ago, Keynes’s influence remains. His ideas 
are still voiced in the profession, in however a muted form, and his arguments 
form the backdrop for the discourse on monetary and fiscal policies. Thus, 
while Bernanke emphasizes the importance of fiscal discipline in his policy 
prescriptions, he also warns us of the risks of cutting budget deficits too soon, 
before the economy strengthens.® In spite of his monetarist background—he is 
known for his monetary account of the Great Depression—he still seems to 
remember something about Keynes. The relevance of Keynes to the economic 
debates of the day is evident, as is the importance of reconsidering his 
arguments—reminding ourselves, as Steindl said in another context, of what _ 
Keynes and the experiences of several decades have taught us about full 
employment. And the best account of these lessons is Steindl’s own. 


The Paradigm 


Keynes is not easy to understand. The General Theory was written for his 
“fellow economists,” and thus encumbered, as Steindl says, by the traditions 
of the discipline, while the textbook presentations of his ideas are their 
“neoclassical synthesis.”® Yet, as Steindl! emphasizes, the basic ideas are 
simple; the difficulty in understanding them lies not in the ideas themselves, 
but in the way “many economists as well as laymen” think about the economy. 
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They reason from the “analogy between the individual household and society 
as a whole,” assuming that what holds for the individual household holds also 
for all households together. Conclusions drawn from this analogy, Keynes 
argued, are misleading, and dangerous if applied to the economic problems of 
our times.’ 

While the individual household can accumulate assets by saving, 
households as a whole cannot. For when households spend less they reduce 
each other’s income, reducing household wealth. One person’s spending is 
another person’s income; spending determines income in the case of 
households as a whole, whereas income determines spending in that of the 
individual household. Macroeconomic relations are quite different than those 
experienced in the day-to-day operations of households and businesses. They 
can only be understood by looking beyond these experiences, to the 
interconnections between them. Examining these shows that there are 
feedbacks, “circular relations” such as the spending-income-spending loop, 
which are not very important for the individual household or firm—their 
spending is too small a proportion of overall spending to react back on their 
own operations—but are critical for large economic units, such as 
governments, and for the operation of the economy as a whole. 

An important instance of these circular economic relations is the relation 
between wages and employment. Here, as Steindl notes, “it is the analogy 
between the firm and the economy as a whole which gives rise to the usual 
faulty reasoning”: that a cut in wages can increase employment. If a firm 
could pay lower wages, its costs would be less, and this would increase the 
profitability of its production and probably lead to an expansion of output and 
employment. But the wage cuts that increase the profits of firms reduce the 
sales of others. Wages are incomes as well as costs—“purchasing power.” A 
cut in the wages paid by an individual firm will not hurt its sales—its 
employees are not a significant part of its market—but a reduction in the 
wages paid by all enterprises will hurt theirs. Sales revenues will fall by the 
amount of the wage cuts, so that the profits of firms will be no greater than 
they were before the wage reductions, and instead of improving the 
employment situation, as the “classical economists” argued (and their 
contemporary counterparts still do), the wage cuts will probably worsen it. 
The deflation of wages and prices will increase the debt burdens of 
households and firms, reducing their purchasing power; more of their income 
will be taken up with debt payments, and demand for products will fall as 

firms cut costs and households save more. 
’ The “circular flows” in the economy—the transformation of income. into 
sales revenue, revenue into production expenditure, and thus back into 
income—do not maintain themselves. Households do not buy, and firms do 
not produce, the same amount of products year after year. There is no 
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“invisible hand” that leads them to spend what they spent in the past; it is not 
necessarily in their interests to do so, or to spend the amount that would 
ensure the full employment of resources. The “profit maximizing” output need 
not be the full employment output—its production may leave a part of the 
labor force unemployed. There is, as Steindl puts it, “always a danger of 
leakages,” of household and business saving taking income out of the income- 
spending stream.” 

These leakages -have to be offset by spending “injections” for sales revenues 
to replenish income flows, and sustain output and employment levels. If 
households spend less than their income, businesses or the government must 
spend more than theirs. Production and employment will be cut otherwise, as 
firms will suffer revenue shortfalls. Firms, as opposed to households, can also 
sell products abroad, and foreign sales can make up for sales losses in home 
markets. But all countries cannot sell more to other countries than they buy from 
them. The trade surpluses of countries are the trade deficits of others; they can 
only be achieved if other countries “do not live within their means.” Trade 
surpluses can increase growth and employment in some countries, but they 
cannot ameliorate the problems of the global economy. The idea that they can 
is, again, as Steindl would say, the result of a “false analogy,” in this case 
between the national economy and the world economy. 

Business savings depend on the profit share of national income, whereas 
household savings depend on the personal income distribution. Higher- 
income households have higher saving rates; they can save a greater 
percentage of their income in that they have more income to spend, while the 
savings rates of all but the highest-income households—the “1%”—tend to 
rise in a recession, as the unemployment rate increases and fear of job loss 
spreads through the labor force. This nse in savings rates worsens the 
recession as the expenditure of households will not only fall with their income, 
but fall by a greater percent than their income. As Keynes would put it, the 
“propensity to consume” falls in the downturn, intensifying the “multiplier” 
effects of the initial decline in output. 

The effects of household saving thus look quite different when viewed from 
the macroeconomic perspective of Keynes rather than the microeconomic 
perspective of “classical economists.” They are, in fact, the exact opposite. 
The adverse effects of that saving cannot be emphasized enough, for, as 
Steindl argues, the savings rates of capitalist economies are the root cause of 
their problems, the reason for their periodic downturns and depressions. 
These occur not because there is too much speriding in these economies, but 
because there is too little, because their savings rates make full employment 
dependent on a “high growth rate,” and the investment needed for this is not 


` necessarily there. "4 


Investment in plant and equipment, in the expansion or modemization of 
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- production facilities, is essential in a capitalist economy. This expenditure on 
means of production is the critical offset to the saving of households, what 
keeps the “income-spending” stream flowing. But that investment is decided 
by firms, their owners. or managers, not by households, and the factors that 
decide it have nothing to do with saving propensities or consumption 
preferences. '® 

Investment depends on both the profit available for it, and the profit 
expected from it. The profit for it is accumulated out of the earnings of firms, 
and in this respect, the business saving is not as inflexible, or as damaging to 
the economy, as the household saving. Business savings automatically adjust 
to conditions in the economy in that the profits of firms rise and fall with their 
sales, and while households save for the purposes of future consumption, to 
finance their children’s education or provide for retirement, businesses save for 
the purposes of investment. They retain earnings in order to accumulate 
enough for expansion, and insofar as the external (“debt”) financing of their 
investment is constrained by their own capital, business savings promote 
investment.'® 

Yet, investment is undertaken for profit——the firms that undertake it are 

‘capitalist enterprises. They will reinvest profits only if they expect that 
investment to be profitable, and its profitability depends not only on current 
conditions in the economy, but also on future conditions. These, as Keynes 
emphasized, can be quite different from the conditions of the past, and in a 
capitalist economy, where businesses are free to produce and invest to 
whatever degree they deem profitable, the future will necessarily be different 
from the present. It will not, as the orthodox economists assume, be just a 
“statistical shadow of the past.”’7 And, since plant and equipment 
investments are long-lived with their profit dependent on product sales and 
costs over their entire lives, the return on them will be uncertain and 
investment ultimately based on business “optimism”—what Keynes called 

“animal spirits” and what we call today “business confidence.”'® 

As investment depends on uncertain expectations, it will vary with the 
“hopes and fears” that decide them. No specific level of investment can be 
counted on, still less the level needed for full employment.'® The difficulty of 
secunng this investment is compounded by the results of investment itself, for, 
as Steindl emphasizes, investment not only increases the demand for products, 
it also increases productive capacities, and firms will not expand these if they 
already have a sufficient amount, enough to meet the demand for their 
products. Capacity utilization is thus an important determinant of 
investment—as important as business savings—and when excess capacity 
develops in an industry, because sales fall off or there is excessive investment, 
investment will be cut unless competition can “knock” the excess capacity out, 
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eliminating it through the elimination of firms.”? 

This elimination of excess capacity is the critical function of competition, 
and reason for its importance. In ridding industries of their excess capacity, 
competition creates space for expansion, sustaining the investment in them. 
But, for competition to’ perform this function, it must take a certain form. It 
has to be a competition between differently placed firms, with enough 
differences in their costs and finances for the price competition of the lower 
cost, “progressive” ones to drive out the high cost “marginal” concerns. For if 
the costs of the firms were similar, and finances strong, the price cuts needed 
to eliminate any of them would cut out the profits of all. The “special sales 
efforts” required would be too costly; and the price (and/or advertising) war 
too protracted, for any of the firms to try to take over the markets of the others, 
driving them out. 

Cutthroat competition is rare today, though it does erupt.”! Manufacturing 
industries, such as automobiles and commercial aircraft, are highly 
concentrated, with a small number of enterprises dominating the - market; 
indeed airplane manufacture is a duopoly. In neither case are there any small, 
“marginal” firms that can be easily or swiftly “knocked out,” so there will be 
no intensification of competition when a recession reduces industry sales and 
firms left with more capacity than they can utilize. In these industries such 
recessions will reduce the investment of firms rather than their numbers as 
these try to adjust capacity to sales through postponement of investments. And 
since prices will not fall either—the competition that cuts them is not 
present—there will be no increase in real incomes to boost consumer spending 
and thus offset the fall in investment. 

New industries inevitably experience a shakedown process during which 
there is considerable price competition, but as they mature such industries 
become more oligopolistic in nature. Few would have expected two decades 
ago the degree to which some of the high-tech information and 
communication industries have become oligopolies (even near monopolies 
due to extensive network externalities) as in the case of Microsoft, Apple, 
Google, and Cisco. Despite relatively high competition in this area, such 
growing concentration and centralization can be expected to proceed with 
similar effects on price and investment. 

The monopolization of industry ends the competition that sustains 
demand and revitalizes investment, and this industrial concentration was, 
according to Steindl, the underlying cause of the Great Depression.” It was 
the reason for the long-term decline in investment that preceded the 
Depression (its rate fell off at the turn of the twentieth century), as well as the 
difficulty of ending it. And while the stock market boom of the 1920s held off 
the downturn, lifting “animal spirits” and reducing the financing. costs of 
investment, when the market crashed the full effects of the industrial 
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concentration were felt. The economy collapsed and remained depressed until 
an exogenous development, the Second World War, brought demand back 


up. 
Past and Present 


What would Steindl say about the “lesser” depression of recent years— 
the slow growth and continuing high unemployment of the U.S. economy and 
double-dip recessions of the European? He would probably point to the’ 
parallels between this depression and that of the 1930s, reminding us of the 
recurrent downturns of capitalist economies;-and the difficulty of maintaining 
unemployment under the savings rates of these economies. But while he would 
explain the current crisis-in the same Keynesian manner as he explained past 
crises, he also would probably say, as he did in his explanation of the 
“stagflation” of the 1970s that “economic theory cannot be the same for every 
country, nor for different time periods in one and the same country." New 
situations demand “new explanations,” and, as was the case in the 1970s, 
economic policies as well as economic developments were a part of the 
problem. f 

An obvious parallel between the current crisis and the Great Depression is 
the inflation in asset prices that preceded them—the stockmarket boom of the 
1920s and housing market bubble of the early 2000s. Both were financed 
with credit, with borrowings from banks and other financial firms, and would 
- not have been possible without their “margin-lending” and debt securitizations 
(collateralized debt obligations). This credit expansion fueled the bubbles, 
and while these stimulated the economy while they lasted, when they “burst” 
their investment and wealth effects reversed. Instead of increasing consumer 
spending through the optimism and capital gains they created, or the debt 
refinancing and equity withdrawals they allowed, they depressed it, collapsing 
household wealth and necessitating greater household saving, while the debt 
that financed the bubbles remained to be serviced and repaid. 

Debt-financed consumer spending is quite different from income-financed 
spending. The latter can continue as long as income is earned, whereas the 
debt financed spending cannot. Consumers have to pay interest on the debt 
they contract, and this interest can be paid in only one of two ways: out of 
their incomes or through incurring more debt. In either case, the interest 
payments on the debt will reduce purchasing power,” and though the 
recipients of this interest may spend some of it on consumpton, they are likely 
to be financial firms and wealthier households, neither of which spends much 
of their earnings. Most of the interest paid out of household income will go 
back into finance, used for the purposes of financial investments or 
speculations, so that while consumer credit can increase consumer spending in 
the short run, raising it above the level of household incomes, it cannot do so 
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in the long run. Its long-run effects are, as Steindl emphasizes, the same as an 
increase in household saving: they reduce effective demand, worsening rather 
than ameliorating the employment problems of capitalist economies.”° 

Another important parallel between the decades preceding the current 
crisis and that of the 1930s is the rise in income inequality. Steindl certainly 
would have emphasized this, given the importance of income distribution in 
the determination of household savings, and, in fact, he had already warned 
us of the adverse effects of this increasing inequality in his writings on the 
economic developments of the 1970s and ‘80s. Here he noted the connections 
between the upward trend in household saving and rise in “rentier” income— 
interest, dividends, capital gains, and other financial earnings (such as bank 
commissions: and fees). These financial incomes increased, in both absolute 
and relative terms, as the long post-war (1950s and ‘60s) prosperity of 
capitalist countries raised household incomes, resulting in a “significant 
accumulation of personal savings held in the form of financial assets.”*” This 
growth of finance was furthered by the oil price hikes of the 1970s, which 
produced a “class of international rentiers from the OPEC countries,” and 
today, of course, we have a similar source of financial accumulations, in the 
trade surpluses of China and other nations. 

While the upward trend in household saving increased the importance of 
the financial sector, the increase in financial incomes increased income 
inequality, shifting income from households with lower saving rates to those 
with higher ones and thus further increasing the household savings rate. This 


` adverse effect of finance is probably even greater today than it was at the time 


Steindl noted it (1982)—the financial sector has become still larger—and its 
growth, as Steindl also emphasized, has a depressing effect on investment as 
well as consumption.” Bull markets provide lucrative alternatives to 
investments in production, as financial investments are liquid and their returns 


- quick, while real investments, in plant and equipment, new products and 


technologies, are risky and long-lived. They require a greater financial 
commitment than stock or bond investments, and, according to Steindl, 
industrial firms had already been drawn into finance by the 1980s, attracted, 
in part, by the growing importance and prestige of the financial sector, but the 
oligopoly that was highlighted in his explanation of the Great Depression also 
played a role. 

The increasing size of industrial enterprises, along with the persistence of 
oligopoly, affected the internal organization and management of enterprises. 
Management became more and more concerned with the market power and 
position of the enterprise, and since this can be achieved more quickly through 
mergers and acquisitions than battles over market shares, and these battles, in 
any case, are usually ruinous under oligopoly, attention shifted from 
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production to finance. This change in the outlook of management developed 
gradually through the years, and, in this sense, was the modern expression of 
the “maturity” of economies that Steindl associated with stagnation in his 
work on the Great Depression,” but it quickened in the 1970s, when the 
monetarist high interest policies became dominant. These made it profitable 
for industrial firms to tum themselves, or their divisions, into financiers - 
(“rentiers”). This lure of finance has, if anything, been strengthened by the 
regulatory policy changes of the 1980s and ‘90s: the deregulation of the 
financial sector and the new financial instruments (such as derivatives) 
developed with its freedom. 

The decline in the growth rate of the U.S. economy in the 2000s—both 
the average annual growth rate of output and investment was lower in that 
decade than in the 1990s*!—-may have been the result of this financialization 
of industry. Steindl certainly would have investigated its role in the current 
crisis, perhaps arguing that the full effects of the stagnation it caused were 
warded off: by the housing market bubble and accompanying increase in 
household debt. And. he most definitely would have emphasized the role of 
economics, for its ideas about finance, about the efficiency of financial markets 
and rationality of their risk pricing, played a major role in both the 
deregulation of the financial sector and the financial innovations that brought . 
on the current crisis. 

Steindl thought that economics had “reached rock bottom” with the 
supply-side economics of the 1980s. Its arguments were too simplistic to be 
taken seriously, while the “rigorous” rational expectations models in fashion 
were too abstract and implausible to be influential. He had not realized their 
appeal to financiers, who were seeking new markets for their risk management 
and had found a rationale for new credit instruments in the “efficient market 
hypothesis” of the rational expectations models. But, since the financial crisis 
has exposed the bankruptcy of these notions, and countnes have become 
disillusioned with the austerity prescriptions of today’s “classical” (pre- 
Keynesian) economists, the “time for new fashions cannot be far away. ””? 
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With bourgeois taboos and moral injunctions internalized, people steeped 
in the culture of monopoly capitalism do not want what they need and do not 
need what they want. 

—Paul A. Baran, “Crisis of Marxism?,” Monthly Review (October 
$958) 
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Howard J. Sherman 


In 1957, when I was young and thought I knew everything, I was just 
about to go to graduate school in economics. Then I read Paul Baran’s The 
Political Economy of Growth.' I immediately sent him an eight-page, single- 
spaced review of his book. I said that I liked it very much, but had some 
questions about it. Paul wrote back asking me to become his research assistant 
and study at Stanford. Unfortunately he could pay so little that it covered only 
half the tuition. I could not afford it. 

I went to University of California, Berkeley, because it was a cheap 
alternative. I did visit Paul about once every two weeks. He welcomed me 
because his colleagues had isolated him due to their fears of the witch hunt. 
The reason he had offered me so little was that Stanford would not give him 
more money for any purpose. Paul had tenure, but the alumni were angry that 
he was not fired for his outspoken opposition to U.S. imperialist aggression 
against Cuba. 

We had wonderful discussions Į asked questions and Paul gave amazing 
lectures on every issue. It was paradise for a graduate student. 

He said so much in a session that it took me a couple of weeks to digest it. 

One day, when I was there, a knock came at the door. There were two 
men in grey suits with neat briefcases who asked Paul if they could come 
inside. He said no because he had a visitor. So they asked him to step 
outside. He stayed outside for about twenty minutes, then came back in 
laughing. When I asked him what he was laughing about after a conversation 
with two men who must have been from the FBI, he told me that they were 
indeed from the FBI and that they had accused him of espionage for the 


Polish government. 


I gaped and asked, “Why Poland?” Paul said that he had asked them the 
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exact same thing. They said that they knew he had spent seven hours talking 
with an agent of Polish intelligence on such and such a date. Paul said, “I 
don’t remember that; who was the person?” The FBI agents said “Oski 
Lini” or something like that. Paul asked them to spell it. It was Oskar Lange, 
one of the most famous economists in the world! That was the reason for the 
laughter. 

Paul helped me with my dissertation topic. Based in part on the 
framework of: analysis being developed for Baran and Sweezy’s Monopoly 
Capital, I wrote a dissertation called “Profits in the United States: Economic 
Concentration and the Business Cycle.”* Once, when I showed a chapter to 
Paul, he said, “That is too much math and statistics; you should write so that 
people can understand it.” I have remembered his comment ever since. 
Almost all my books and articles have been as clear and simple as I could 
make them. 

As a result of my attempt to follow Baran’ s advice, one report to a university 
press said that my writing was too simple, but went on to say that it was 
“persuasive.” I think every radical economist should work hard at being as clear 
and simple as possible, while working on the hardest problems. The object of 
radicals should not be to impress colleagues with their brilliance. Rather, the 
purpose should be to communicate important views to as large a grassroots 
audience as possible. 

I cannot remember where I first met Paul Sweezy. The first thing | 
remember was when he was introduced at a lecture he gave at Berkeley. The 
graduate student who introduced him simply said, “He is the discoverer of the 
Kinked Demand Curve.” This is an odd-sounding concept but it describes the 
particular price behavior shown by oligopoly firms.: Sweezy looked very 
bemused for a moment because he had left that early article far behind. It was a 
silly way to introduce a great Marxist economist, but it made sense to the 
graduate students. Many economists at that time considered the concept ta be 
very important in the study of monopoly power. It means that an oligopoly firm 
will follow its competitors in raising prices, but seldom follows them in lowering 
prices. 

I met Paul Sweezy in person only five or six times, usually for dinner. He 
did not know it, but he did me a big favor once by getting remarried at 
Baran’s house. Sweezy’s. brother, who was an economist at California 
Institute of Technology, attended the wedding. Baran mentioned that | 
needed a job, so I got an invitation to submit my resume to Cal Tech. I did 
get a job at that school as a result. 

In Monthly Review, Sweezy once mentioned that he thought my book on 
Profits in the United States was the best available on that subject. As a young 
Assistant Professor, this made me very pleased and happy. 

The most important thing, however, that Sweezy did for me was to write 
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his book, The Theory of Capitalist Development: Principles of Marxian 
Political Economy.‘ That book had an enormous influence on me, as it did 
on a whole generation of radicals. It particularly shaped my notion of how to 
approach the problem of capitalist recessions and depressions, which has been 
the largest part of my work. 

I can only remember one private exchange we had by letter. I was calling 
the Soviet Union at that time a “socialist dictatorship.” I had been using a 
very narrow and unproductive definition of socialism ‘as a purely economic 
system. Paul pointed out that democracy is the essence of socialism. There 
cannot be true democracy without socialism, nor can there be true socialism 
without democracy. I agreed and that has been my view ever since, strongly 
stated as often as I can do it. 

Perhaps I should speak of the three Pauls, rather than only two. Paul 
Robeson was a very important model for me. He was extraordinary at many 
things, including acting, singing, sports, and political activism. I met him only 
once up close and personal. His wife, Eslanda Goode Robeson, was an 
anthropologist, who was doing a study on African-American churches in 
Chicago. I volunteered to drive her around, and so I was able to speak with 
her for a week or so. 

One evening she asked me if I would be willing to pick her up and have 
dinner with her and Paul at their apartment. Would I! I was a young college 
student who worshipped Paul Robeson. I swore that I would remember every 
word said at the dinner, but I have forgotten all of it. I remember only that his 
hands were far larger than mine, though miné are not small. And I remember 
the warm feeling’as he treated a young white man as a friendly equal. 

Lastly, I named my son Paul in honor of all three Pauls. 
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As the economies of Europe, North America, and Japan continue to 
stagnate orthodox economics has revealed itself to be bankrupt, unable to 
explain what is happening much less what to do about it. It was not the failure 
to see the “Crisis of 2008” coming that represents the economics profession’s 
biggest failure, Paul Krugman declared in a recent talk, but what came after: 
“the profession’s descent into uninformed quarreling,” coupled with its 
reversion to Say’s Law (the notion that supply creates its own demand) —the 
disproof of which was the main achievement of the Keynesian revolution. As a 
result, many among the more orthodox members of the economics profession 
have “now regressed 75 years” (“Economics in the Crisis,” March 5, 2012, 
http://krugman.blogs.nytimes.com). In another recent criticism of economic 
theory and policy, Michael Spence of New York University’s Stem School of 
Business suggests that the persistent failure to deal with growing inequality 
points to the possibility of “prolonged stagnation” (“Why Do Economies 
Stop Growing?,” Japan Times, May 28, 2012). 

Yet neither Krugman nor Spence, nor any other prominent orthodox 
analyst, has sought to engage in a genuine overhaul of received economics on 
the level of what Keynes accomplished in the 1930s.-Indeed, no such scientific 
revolution appears possible within mainstream economics today, which is 
characterized not by its realism but its irrealism—serving now an entrely 
ideological function. Here one is reminded of Paul Sweezy’s observation nearly 
fifty years ago: “Bourgeois economics, | fear, has irrevocably committed itself to 
what Marx called ‘the bad conscience and evil intent of apologetic.’ If I am 
night, Keynes may tum out to be its last great representative” (Sweezy, 

“Keynesian Economics: The First Quarter Century,”. in Modern Capitalism 
and Other Essays [New York: Monthly Review Press, 1972], 88; onginally 
published in 1963). 
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But if capitalist economics has proven itself incapable of rationally 
responding to the current malaise, two questions nonetheless remain to be 
answered: What is the general nature of the present crisis? And what does 
this tells us about the direction in which a critical political economy of 
capitalism should proceed? Noam Chomsky has offered a concise assessment 
of the current economic situation in an interview with Laura Flanders for 
Counterpunch: 


Flanders: Let’s start with the big picture. How do you describe the 
situation we're in, historically? 


Chomsky: There is either a crisis or a return to the norm of stagnation. 
One view is the norm is stagnation and occasionally you get out of it. The 
other is that the norm is growth and occasionally you get into stagnation. 
You can debate that but it’s a period of close to global stagnation. In the 
major...capitalist economies, Europe and the US, it’s low growth and 
stagnation and a very sharp income differentiation, a shift—a striking 
shift—from production to financialization. The US and Europe are 
committing suicide in different ways. In Europe its austerity inthe midst of 
recession and that’s guaranteed to be a disaster.... In the US, it’s 
essentially off-shoring production and financialization and getting rid of 
superfluous population through incarceration (“Talking With Chomsky,” 
Counterpunch, April 30, 2012, http://counterpunch.org). 


Viewing the global economic problem in these realistic terms, the issue 
becomes: Why is stagnation the norm of advanced capitalism, and how have 
financialization, offshonng (the global labor arbitrage), and the national 
security state—internal as well as external—emerged as structural forces in 
this context? Further, how is all of this rooted in the historical process of 
capital accumulation that governs the system’s laws of motion? Our answer, in 
the briefest possible terms, is that these developments can all be traced to the 
rise of monopoly eapital-—today monopoly-finance capital—together with the 
interrelated -conditions of industrial maturity in the center economies and 
imperial rent extracted from the periphery. We are now witnessing the 
development of the most exploitative and destructive patterns of resource 
utilization in all .of history, undermining the productive structure of the 
capitalist economy ahd’ generating massive quantities of waste, which the 
population is systematically compelled to pay for, while billions suffer and the 
planet is rapidly being reduced to a condition no longer conducive to human 
habitation. At the global level we see the capture of more and more of the 
value generated in the periphery by the center economies of the imperialist 
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system, undermining the possibility of truly sustainable development in the 
world at large. In what has become an increasingly retrograde system, 
hundreds of millions of people are simply designated as superfluous, literally 
of no account. 

The intellectual default of modern economics 1s deep-seated. More than 
forty years ago, when it was already clear that the so-called “golden” Keynesian 
age would be short-lived, the question arose: After Keynes, what? (See 
Sweezy’s article cited above.) By that time the few among those officially 
certified as “economists” capable of pursuing economics with a critical 
perspective—that is, as a meaningful social sctence——were already 
marginalized. The “profession” as a whole had long since disappeared down 
the road of the “bad conscience and evil intent of apologetic.” In the 
intervening decades its leading lights have justified every attack on the provision 
for social needs in the poorest parts of the world (a process euphemistically 
known as “restructuring”), and have eagerly participated in the looting of the 
former Soviet Union while mocking the resulting death and devastation. In the 
advanced capitalist countries the economics profession has sought to justify every 
step down the path to today’s obscene inequality and mass unemployment. 
Such fraudulent theories have naturally proven worse than useless in avoiding 
the disastrous consequences of the actions they advocated and justified, and 
their entire ideological structure now lies in ruins. Theology today is, in 
comparison, more realistic and far more honest. 

Yet, despite this record of ignominious failure, the gatekeepers of the media 
and the academy still strive to ensure that the now quarrelsome and incoherent 
voices of yesterday’s “free market” economists alone are heard. Our task then 
should be to defy this ruling irrealist view in order to expand the space for 
reality-based political economy—of necessity socialist in inspiration—opening 
up new possibilities for critical analyses and social change. We are, in a sense, 
just now. coming out of the Dark Ages of economics. We have every reason to 
hope that many in the new generation, faced with the growing destructiveness of 
our age, will cast the prevailing orthodoxy aside and tum once again to the 
confrontation of reality with reason. Unfortunately, time ts short. 
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All Sorts of Roguery? 
The ‘Financial Aristocracy’ and Government a bon 
marché in India 


Bernie* 


[*Bernie is a writer inspired by Marx and Engels. He is grateful to John 
Mage and Subhas Aikat who — recognizing our collective responsibility — 
helped in remedying some of the shortcomings in an earlier draft. He 
dedicates this essay to the memory of the lifelong communist Ajit Roy (1920- 
2011).] 


My voice is a crime, 

My thoughts anarchy, 

Because 

I do not sing to their tunes, 

I do not carry them on my shoulders. 

~ Cherabandaraju, who was the lead accused in a “conspiracy case” involving 
poets and their poetry. 


It’s been two decades and a year since India’s elite embraced neo- 
liberalism. Money — the standard of all things, the measure of one’s worth — 
— now has very many more avenues for profitable deployment than it had in 
early 1991. Indeed, India’s moneybags now almost have de facto the freedom 
to accumulate wealth by any and all available means. “Corruption” has hit the 
roof and “civil society”, with the upper middle class at its wheel, is morally 
outraged, dead set against the political representatives of the “immoral” state, 
though not Against uth * Mogt powerful section of capital, the “financial 
*Secwhich effectively, calls the shots. Various estimates of the 

“magnitudes “of black money gen rated in the country” and “the unaccounted 
wealth stashed abi ‘inetax havens and offshore financial centres have been 
doing the, rounds. The-din and the babble over these matters in Parliament 


w £ 









our view, the asin Kir of these financial aristocrats, their modes of acquisition and 
their pleasures are normal and socially necessary for the functioning of capitalism in India. 
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wouldn't subside, so the government commissioned a White Paper (WP) on 
Black Money.’ 

In his Foreword to the WP the Union Finance Minister Pranab 
Mukherjee (as we go to press, he’s been kicked upstairs, soon to occupy 
Rashtrapati Bhavan, the palatial official home of the President of the Union) 
writes that “there is much that we could do, both individually and collectively, 
to strengthen the moral fibre of our society”. Surely few would take seriously 
such preaching/moralising from one of the leading political representatives of a 
system that is rotten to the core. But how would one view — what one could 
reasonably presume to be an intention on the part of the government, since it 
finds a prominent place in the WP — the proposal of a scheme for voluntary 
disclosure of black money stashed overseas with a view to bringing it back as 
“white” money? Surely, if the finance minister has any “moral fibre”, the 
lump sum income tax dues along with interest and a penalty would have to be 
. paid, but the quid pro quo is immunity from prosecution. 

The honourable minister surely knows that the monies in question may not 
be merely part of income accruing from legal activity that had not been 
declared for tax purposes, but also those from misappropriation of 
assets/properties, insider trading, commissions and kickbacks, etc, as also 
monies from illegal activities like drug trafficking. Surely Mukherjee knows 
that not only does such a scheme totally disregard the principles of propriety 
and equity, but it will also contribute to further damaging the “moral fibre of 
our society” which he, no doubt, wants to strengthen!’ If the government had 
any “moral fibre” it would heed the plea of common folk to confiscate the 
illegal wealth of the holders of black money. Indeed, those common folk also 
expect that any government with “moral fibre” would also take measures to 
seize and impound not only the black money in Swiss banks but the entire 
global wealth portfolio of black money-holding residents. 

Now, a white paper — if we correctly understand what ought to be the 
intent of such an exercise — should make a contribution to finding a solution 
to the problem. It should signify the intent of the government to deal with the 
problem of black money. And, at the very least, it ought to educate its readers 
on the subject of black money. But the WP is bereft of conceptual clanty. 
How then would the Ministry of Finance even make a reasonable start in 


? Black Money: White Paper, Government of India, Ministry of Finance, Department of 
Revenue, Central Board of Direct Taxes, May 2012, at http://finmin.nic.in/reportsy/ 
WhitePaper_BackMoney2012.pdf. 

3 “Black Money’ and the ‘Free Market’”, editorial, Economic & Political Weekly, 9 June 
2012, p. 7, at hitp://www.epw.in/system/files/pdf/20 |2_47/23/Black%20Money% 
20and%20the%20%20Free%ZOMarket pdf. I draw liberally, without using the inverted 
commas, from this and three other unsigned edits (also referenced) that Bernard D’Mella 
wrote for the Economic & Political Weekly as part of his duties as deputy editor. 
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estimating the size of India’s black economy? 


Growing Black Economy 


In a remarkable book entitled The Black Economy of India (Penguin 
Books, New Delhi, 1999), its author, Arun Kumar estimated the size of 
India’s black economy as approximately 40% of its official (“white”) gross 
domestic product (GDP) for the financial year 1995-96. Earlier, one of the 
Cambridge’s foremost economists, Nicholas Kaldor had estimated the size of 
India’s black economy as 2-3% of its white GDP for the financial year 1955- 
56, and a Direct Taxes Enquiry Committee (Wanchoo Committee) had 
arrived at a figure of 7% of white GDP for the late 1960s. 

From Kaldor’s estimate of 2-3% of official GDP for 1955-56 to Arun 
Kumar’s estimate of 40% of white GDP for 1995-96, it’s a 16-fold increase 
in the relative size of the black economy. In our understanding, this is the 
result of the increasing influence of a faction of the big bourgeoisie which has 
been slowly but steadily organising itself for the private appropriation of the 
country’s national wealth. It must be emphasised that as per Kumar's 
estimates for 1995-96, around four-fifths of India’s black gross domestic 
income is generated through legal economic activity, and overwhelmingly this 
tends to be property incomes rather than incomes denved from work. And, it 
must be remembered that these estimates exclude capital gains. What this 
suggests is that as the proportion of the black economy in India’s official GDP 
has increased, so has the class distribution of income changed more and more 
in favour of capital. 

Let us illustrate one of the means by which black income is generated, 
mentioned in the WP in Section 1.3.1] under the heading, “under-reporting 
of production”. Again we draw on Arun Kumar’ work. Our example 
pertains to the evasion of indirect taxes through non-declaration of part of total 
output in the production of say liquor (alcoholic beverages). Since all costs of 
production and other costs are accounted for in the declared part of total 
output, the sales revenue from the undeclared part of output is an off-income- 
statement profit on which no income taxes have to be paid, and on which no 
dividend has to be paid to the shareholders. Note that since the undeclared 
output is also sold at the same price as the declared output, what would have 
been excise duty, sales tax and octroi to be collected and handed over to 
government, is now privately appropriated as profit. Such under-reporting of 
production has been and still is (reportedly) one of the most profitable 
avenues for the “industrialists”, politicians and government officials involved, 
but it is mostly off-limits for journalists. Instead, what makes good copy are the 
yacht parties of a liquor-cum-airline billionaire, hig pictures at Formula One 
racing and IPL (Indian Premier League) cricket spectacles as a prominent 
team-owner. i 
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Kumar's analysis suggests that growing illegality within a triad composed 
of powerful sections of the polity, the bureaucracy, the police and the judiciary 
(the latter three taken together), and business is the cause of the trend increase 
in the size of the black economy. Further, the concurrent increases in the 
relative share of the tertiary sector (very high for an economy with such a low 
per capita GDP) and the share of property incomes in gross domestic income 
are interlinked with the increasing share of the black economy in total gross 
domestic income. In the example that we outlined above, the generation of 
black income in the alcoholic beverages industry would not be possible 
without the connivance of the other two institutions of the triad, the polity and 
the bureaucracy, the police and the judiciary (the latter three taken together), 
and payments made to them. 


That Which Moves the Markets and the Economy 


What about the footprints of the black money stashed abroad that is now 
being retraced to make the money reappear white? Leaving aside the 
occasional emission of hot air by an L K Advani or a Narendra Modi of the 
Hindu Nationalists or a Baba Ramdev of Bharatiya Morality, any serious 
consideration of “bringing back the black money stashed abroad” would be 
frowned upon by those who advocate “full capital account convertibility of the 
rupee”. In the WP, the government takes pride in the fact that during the 
course of its tenure in office, between 2006 and 2010, total liabilities towards 
(presumably, resident) Indians in Swiss banks came down from Rs 23,373 
crore to Rs 9,295 crore. But surely officials in the Department of Revenue, 
Central Board of Direct Taxes, know that high net worth individuals and 
companies appoint portfolio managers to manage their funds parked overseas 
and that these funds are “invested” in a portfolio of assets, financial and non- 
financial, of which bank deposits, and such like, is just one type of asset in 
their diversified portfolios. And, in today’s financial world, deposits in Swiss 
banks can be moved in quick time into other assets in other tax havens and 
offshore financial centres, perhaps even brought back for another round of 
business in India.4 

The WP mentions such means of return flow of capital in the form of 
“foreign direct investment through beneficial tax jurisdictions, raising of 
capital by Indian companies through global depository receipts, and 
investment in Indian stock markets through participatory notes [PNs]” 
(Section 2.4.9). The latter, PNs — an instrument which permits a foreign 
investor to invest in Indian securities but remain anonymous to Indian 
regulators — an easy route to money laundering, have still been allowed, and 
the WP doesn’t even recommend doing away with them. It also doesn’t 





4 “Black Money’ and the ‘Free Market’, op cit, p. 7. 
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disapprove of the preferential routing of foreign investment through Mauntius 
and Singapore even though this route is used by foreign investors to avoid 
payment of taxes and also to conceal the identity of the ultimate investors from 
the regulatory authority, even though the latter knows very well that resident 
Indians are using this route to invest in their own companies (round tripping). 
In the period since July 1991, the stock market — with its relatively small 
market capitalisation and a limited number of shares that are traded — has 
been extraordinarily volatile. From 2003-04 to 2007-08, net capital inflows 
(in search of better yields) far in excess of the current account deficit on the 
balance of payments took the markets to a new high, triggering the “wealth 
effect”, the expansion of liquidity and, in turn, consumer credit, the Le 
Grande Bouffe (self-indulgent, elite consumption), and the release of “animal 
spirits” to boost private investment, leading to high growth until 2007-08. But 
net capital inflows turned quite abruptly into outflows with the outbreak of the 
great financial crisis in September 2008. Nevertheless, with the first signs of 
an ebbing of the crisis, and with easy monetary policy in the developed 
capitalist world, the emerging markets, including India, once again became 
“the favourites”—there followed a repeat of the wealth effect, liquidity, 
booming consumer credit, Le Grande Bouffe, “animal spirits”, and so on, 
leading to high growth, but capital inflows subsided again with the euro zone’s 
crisis. The fate of the Indian economy has thus become a function of abrupt 
changes in the direction of net capital flows, and the Indian government, 
realizing this pattern, does all it can to please the financial markets, for it is 
these (metaphorical) financial shopping centres that have the power to 
engineer booms and busts with the volatile inflows and outflows of capital.’ 
Ever since they were invited to invest, the government has always been 
doing all it can to satisfy the demands of foreign institutional investors (FIIs), 
turning the country into a tax haven as far as listed equity capital is concerned. 
Next year it will be 20 years since the FIIs started playing the Indian markets. 
As active portfolio managers, they move the markets, and yet, we have yet to 
come across any study by the Securities and Exchange Board of India 
(SEBI) which tells the public about the different categories of FIIs, how 
active each of these are, details of their typical portfolios, their respective 
inflows and repatriation of funds, their use of PNs, their associations with 
private equity firms, Indian institutional investors and promoter-dealer 
networks, and so on. In the world of globalised finance, however, where 
investment portfolios for the major centres are combined, where the markets 
(stock, bond, money, real estate, government secunties, forex and 
commodities) tick almost round-the-clock from Sydney-Tokyo Monday 
morning to New York-Chicago Friday 5 PM, via London, Frankfurt, ete. in 


$ “Captive of Hot Money”, editorial, Economic & Political Weekly, 14 April 2012, p. 8. 
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between (and the digital books are passed at the appropriate times), tracking 
such practices as “round tripping” — discovering the footprints —must be 


_ exceedingly difficult. 


Cacus-like Retracing of Footprints 


Questions as to of how the financial anstocracy and the industrial 
bourgeoisie in India actually got their wealth, how the structure of the system 
is biased in their favour rarely, if ever, seem to be posed in the Indian media, 
even: today when a Google search with “India corruption” throws up 66.7 
million results! India’s billionaires are all “entrepreneurs” and “innovators” 
par excellence, that is, if one goes by the business media! We are reminded of 
New York University Professor Bertell Ollman’s recounting of Marx's 
response to the ancient Roman myth of Cacus: 


Cacus was a Roman mythological figure who stole oxen by dragging them 
backwards into his den so that the footprints made it appear that they had 
gone out from there. After quoting Luther’s account of the story, Marx 
exclaims: “an excellent picture, it fits the capitalist in general, who 
pretends that what he has taken from others and brought into his den 
emanates from him, and by causing it to go backwards, he gives it the 
semblance of having come from his den.” 


Capitalists present themselves as producers of wealth, providers of jobs, 
donors and public benefactors. The press (their press) usually refers to 
them as “industry”. Is this an accurate description of who they are and 
what they do? ...The footprints are there for all to see, but if we limit 
ourselves to what is immediately apparent ... we will arrive at a conclusion 
that is the exact opposite of the truth. 


.. In the case of the capitalists, only by examining how they got their 
wealth from the surplus labour of previous generations of workers [and 
from all kinds of business exploits in connivance with “friends in high 
places”, I might add] (history) and how our laws, customs and culture are 
biased in their favour (structure) can we see it is not the capitalists who are 
serving society but the rest of society that is serving them. 


Primitive Accumulation? 

Now, in official parlance, corruption simply refers to payments in kind or 
in monies over and above official emoluments — “gratification” — that a 
holder of public office or a state employee receives for services rendered. And, 
black money, again in official-speaks, refers to “assets or resources that have 
neither been reported to the public authorities at the time of their generation 





§ Bertell Ollman, “Marxism”, Monthly Review, Vol. 30, No. 7, December 1978, pp. 36- 
37. 
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nor disclosed at any point of time during their possession”.’ So, for example, 
only the value of the “gratification” alleged to have been “earned” by A Raja 
— when he was Minister for Telecommunications and Information 
Technology in 2008 — for deliberately issuing licences to create 2G 
subscriptions. for cell phones in a dubious first-come-first-serve manner, based 
on 2001 prices, rather than in an open auction process, is “corruption”. But 
such “gratification” could, at most, only be a small fraction of the billions of 
rupees of revenue foregone by the state. 

The loss of Rs 176,645 crore (10 million = | crore) — as estimated by 
the Comptroller and Auditor General of India (CAGI® — that this sale of 
part of the wireless spectrum entailed for the public exchequer, and the 
corresponding windfall gains to the private parties who got the licences 
essentially stemmed from the sale of a small part of a scarce natural resource, 
the wireless spectrum, that itself, needed to be sold because of the prior 
privatisation of the telecom service function. In February this year, the Indian 
Supreme Court found the grant of the 2G licences “unconstitutional and 
arbitrary” and quashed all of them. The Court is nght that the then telecom 
minister Raja “virtually gifted away an important national asset”, for soon 
after the grant of licences, some of the licence holders, Tata Teleservices, 
Unitech Wireless, and Swan Telecom sold a chunk of their equity stakes to 
Norway’s Telenor, United Arab Emirates’ Etisalat, and Japan’s NTT 
Docomo respectively, reaping huge capital gains. 

Now, in Prabhat Patnaik’s view, the private acquisition of part of the 
wireless spectrum (public property), on a dubious first-come-firrst-serve basis 
at 2001 prices in 2008, that is, at “throwaway prices”, rather than on the 
basis of an open auction (which would have established a just or fair price) is 
“what Marx would have called the ‘primitive accumulation of capital’”.? His 
criterion to establish whether the privatisation of the public resource in 
question is part of “primitive accumulation” or not rests on the fairness or 
otherwise of the price at which the transfer of public assets takes place. In our 
view, all privatisations — they occur because there are profits to be made from 
the private acquisition of certain public assets or service functions — 
irrespective of whether the prices at which such transfers take place are 
“fair’/’just” or not, entail “accumulation by dispossession”, but nol 
necessarily primitive accumulation. For Patnaik, it is the “throwaway price” 
at which thé transfer of assets or service functions from public to private 
ownership or control takes place that makes the “accumulation by 


7 Black Money: White Paper, op cil, Section 2.1.1, p 2. 

* CAGI, “Performance Audit — Report No. 19 of 2010-11”. 

? Prabhat Patnaik, “Concern Over Corruption—Crusaders for the Lok Pal Bill Seem 
Rather Naive”, The Telegraph, Kolkata, 27 July, 2011, at http://www.telegraphindia.com/ 
1110727/sp/opinion/story_ 14278936 jsp. 
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dispossession” primitive accumulation. 

Indeed, a few well-known Marxist intellectuals, David Harvey’? among 
them, seem to go even further. Harvey characterises a whole array of practices 
in the neo-liberal era that transfer assets and channel wealth and income from 
common folk to the upper classes or from the periphery of the world capitalist 
system to the centre under the rubric of “accumulation by dispossession”. 
And he goes on to claim that these practices constitute a continuation and 
proliferation of the accumulation practices that Marx had designated as 
“primitive” or “orginal” during the period of the nse of capitalism. 

Now, in our understanding, Marx had in mind two principal ways of 
“primitive accumulation”, one, the expropriation of common folk through the 
enclosures (powerful landowners used their influence over state matters to 
appropriate public lands for their private benefit), ultimately leaving them 
with little or no choice but to work for wages in agriculture or industry, and 
two, the pillage of what was to become the periphery of the world capitalist 
system though conquest, enslavement, resource extraction and plunder. In 
chapter 31, “Genesis of the Industrial Capitalist” in Part 8, “The So-called 
Primitive Accumulation” of Capital, Volume I, he argues the latter thus: 


The discovery of gold and silver in America, the extirpation, enslavement 
and entombment in mines of the aboriginal population, the beginning of 
the conquest and looting of the East Indies, the turning of Africa into a 
warren for the commercial hunting of black-skins, signalised the rosy dawn 
of the era of capitalist production. These idyllic proceedings are the chief 
momenta of primitive accumulation. 


Both these ways of original accumulation of capital which brought the 
capitalist mode of production into being involved “stealing” property from 
people, in the first, from one’s own people, and in the second, through 
colonialism, which entailed “theft” on a grand scale from other peoples.'' In 
both cases, the powerful took what they wanted, and in this, Marx emphasised 
violence. 

I wouldn’t characterise the various ways of “accumulation by 
dispossession” that Harvey outlines — privatisation, financialisation and the 
manipulation of crises, redistribution in favour of capital though the fisc, the 
turning of agricultural lands into real estate accompanied by the eviction of 
ordinary folk, the turning of common property entitlements into private 
property rights of the moneybags, environmental predation, and so on — as 





' See chapter 4 of David Harvey’s his 2003 book, The New Imperialism (Oxford 
University Press, Oxford). 

1 Also see chapter 1, “Lust for Gold, Lust for Silver” of Eduardo Galeano’s Open Veins 
of Latin America: Five Centuries of the Pillage of a Continent, Monthly Review Press, New 
York, 1973 (1997). 
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constituting “primitive accumulation”. Nor would I characterise what US 
imperialism has done in recent times as primitive accumulation, for instance, 
the 2003 invasion of Iraq to turn it into a neo-colony and establish control 
over its oil reserves, or more generally, where stronger US corporations/banks 
have teamed up with Washington to profit from the financial distress of 
weaker corporations/banks unable to withstand the effects of a financial crisis 
abroad. To make his point about primitive accumulation Harvey even argues 
that the slave trade continues, citing practices of sexual slavery/sex trafficking. 
But one only has to contrast this with the European slave trade and how 
western Europe underdeveloped Africa, go back to Walter Rodney’s How 
Europe Underdeveloped Africa (1972) to know that Harvey’s making of such 
a parallel is too farfetched. 

In his historical investigation of the origins of the world’s first industrial 
capitalist power, England, Marx emphasised the role of force, the part of 
violerice — as he put it, capital came “dripping from head to foot, from every 
pore, with blood and dirt” (Capital, Volume I, chapter 31 again). But 
Patnaik, with respect to 21" century India, emphasises some economic 
mechanisms at work that are leading to unjust/unfair accumulation of capital, 
which he then labels “primitive”. And, if one were to go by Harvey, then 
all the takeovers of public resources through privatisation (and by other 
means) in the present neo-liberal period would be part of what he understands 
as the ongoing process of primitive accumulation. 

In our understanding, the process of primitive accumulation as far as India 
is concerned goes back to the times when England had brought south Asia 
under its effective control, both terntorially and commercially, over the period 
roughly from the mid-18" to the mid-19" centuries, tuming it into an 
underdeveloped capitalist country, a process that got a boost only after 
England established its domination of the sea lanes of the Indian Ocean. Of 
course, the process continued over the period following Crown rule and up to 
Independence, and after, for instance, the inter-war period when the Indian 
bourgeoisie launched the process of dependent industrialisation, and post- 
Independence until it came into its own, albeit with Indian capitalism still 
underdeveloped. Of course, England, India and England’s other colonial 
possessions made each other by their mutual interaction — India and 
England’s other colonies contributed to the development of England even as 


2 Would Patnaik consider the [Communist Party of India (Marxist)-led] Left Front 
government of West Bengal’s attempt to enable the Salim group of Indonesia to acquire land in 
and around Nandigram (on which Salim proposed to set up an SEZ) and its use of the state’s 
repressive apparatus to force the local peasantry to acquiesce as state abetment of “primitive 
accumulation”? Tragically, a party calling itself communist connived with and assisted the 
government it led in trying to force the peasants to give up their land. We would, however, nol 
characterise even this episode as part of the process of “primitive accumulatian”. 
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England underdeveloped them. In all of this, one locates the very roots of 
India’s contemporary condition, its present order (and disorder), including 
current “accumulation by dispossession”. There is little reason to call the 
latter “primitive” or “original”. 

With respect to India, primitive accumulation can be located in the drain 
of wealth during the period 1757-1813 followed by deindustrialisation, and 
later, in the commercialisation of agriculture accompanied by the growth of 
landless labour, the Indian Forest Acts of 1878 and 1927 and the Land 
Acquisition Act of 1894" under which common folk were dispossessed of 
land and common property resources for the development of the railways, '* 
plantations and mines, installations of the British Indian Army and other 
colonial repressive apparatuses, and later, large .dependent industry. 
Persistent differences and disparities in the accumulation of capital as between 
the centre and the periphery ‘of the world capitalist system have been an 
intrinsic, inherent, pervasive and almost permanent property of the process 
throughout, but primitive accumulation has long since played out its historic 
part in getting capital its initial wealth. 


From Agricultural Lands to Real Estate 


Nevertheless, the question related to the appropriations of national 
resources by capital remains. In its chapter on “The Way Forward”, the WP 
briefly touches upon the connection of real estate, the stock market, mining 
and allocation of property rights over natural resources and the spectrum with 
black money. The process of conversion of agricultural and other lands to real 
estate has been a source of acquisition of immense personal wealth by very 
powerful real estate developers. Foremost among them are the DLF group — 
its patnarch is Kushal Pal Singh who inherited its riches — the country’s 
most valuable real estate company, which acquired agricultural lands on the 
outskirts of New Delhi dirt cheap and converted them into expensive real 
estate. 

More generally, the process of capitalist development as it relates to forests 


D “The law itself becomes now the instrument of the theft of people's land”, as Marx put it 
in chapter 27, “Expropriation of the Agricultural Population from the Land”, in Capital, 
Volume I. Again, in the same chapter, he refers to “The stoical peace of mind with which the 
political economist regards the most shameless violation of the ‘sacred rights of property’ and 
the grossest acts of violence to persons, as soon as they are necessary to lay the foundations of 
the capitalistic mode of production ...” And further on, “the fraudulent alienation of the State 
domains, the robbery of common lands, ... , and its transformation into modem private 
property under circumstances of reckless terrorism, were just so many of the idyllic methods of 
primitive accumulation.” > 

The railways in colonial India were developed on the basis of a guaranteed rate of return 
on private investment — what Daniel Thorner called “Private Enterprise at Public Risk” (the 
last chapter of his 1950 book Investment in Empire) — which calls the bluff as regards the 


Bnitish claim of laissez faire in the mid-nineteenth century. 
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and mining, large dams, special economic zones (SEZs), transformation of 
the urban landscape, and the private appropriation of common property 
resources by corporations is at the core of what the financial aristocracy is up 
to in India today. Part of this has been ably documented by Perspectives, a 
non-funded, independent study-group of some students and teachers of the 
University of Delhi and New Delhi’s Jawaharlal Nehru University, in two 
reports, Abandoned: Development and Displacement (Perspectives, Delhi, 
Revised, Second Edition, January 2008) and Communities, Commons and 
Corporations (Perspectives, Delhi, January 2012). The identity of the 
beneficiaries and the victims of the process of capitalist development as 
outlined in these books tell a lot about the identity and the nature of India’s 
ruling classes. For instance, chapter 2 of Perspectives’ Communities, 
Commons and Corporations tells the story of the impending ruin of coastal 
communities and eco-systems as a result of corporate plunder in the district of 
Kutch, engineered by a partnership of the Adani group, led by billionaire 
Gautam Adani, and politics-as-business, led by the Bharatiya Janata Party’s 
(BJP) chief minister of Gujarat, Narendra Modi. Here we find how 
capitalism actually handsomely rewards the most blatant anti-social behaviour 
even as it severely punishes those who put in place the shared use of common 
resources. Clearly, we ought to highlight the importance of the opening of the 
energy, mining, telecommunications, civil aviation, infrastructure (ports, . 
highways, etc), banking, insurance, and other sectors to private capital 
following the IMF-World Bank prescribed stabilisation and structural 
adjustment programmes that India undertook in the early 1990s and the 
transformation of the character and composition of big bourgeoisie that was 
brought about as a result. 


Private Enterprise at Public Risk 


The accumulation-by-dispossession story that we are relating reminds us of 
parts of Marx’s description of the “financial aristocracy” and its nexus with 
the upper rungs of the polity during the July Monarchy (July 1930 to 
February 1848) in his The Class Struggles in France, 1848-1850. Sample 
this: 


It was not the French bourgeoisie that ruled under Louis Philippe, but 
one faction of it: bankers, stock-exchaunge kings, railway kings, owners of 
coal and iron mines and forests, a part of the landed proprietors associated 
with them — the so-called financial aristocracy. It sat on the throne, it 
dictated laws in the Chambers, it distributed public offices, from cabinet 
portfolios to tobacco bureau posts. ... 


5 “Part l: The Defeat of June, 1848”, at http://www.marxists.org/archive/marx/works 
/1850/class-struggles-france/chO! -hun. 
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.. The ruling class exploited the building of railways in the same way it 
exploited state expenditures in general and state loans. The Chambers 
piled the main burdens on the state, and secured the golden fruits to the 
speculating finance aristocracy. ... 


... Cheap government, governement à bon marché... 


... [T]he finance aristocracy ... get rich not by production, but by 
pocketing the already available wealth of others... 


Marx is here speaking of a capitalism during the period of the July 
Monarchy in France where the “financial aristocracy” had triumphed over the 
industrial bourgeoisie — the former not only had a free rein over the banks, 
the stock market, railways, minerals, land, water and forests, but controlled 
the state and nakedly used state institutions to promote its interests. We are 
not however drawing any kind of parallel with India today, except that the 
period from the early 1990s oriwards has witnessed the rise of a “financial 
aristocracy” which has been increasingly calling the shots in the corridors of 
power. Nevertheless, in France, an 1842 public-private partnership (PPP) 
built the railways — the government secured the land, mainly through 
expropnation, bore the costs of putting much of the infrastructure in place, the 
bridges, the tunnels and the track bed, while companies controlled by the 
financial aristocracy put in place the rails, the stations and the rolling stock 
and got the operating leases that guaranteed their dividends, essentially 
skimming their profits off of state expenditure. Nevertheless, the French 
railways did get built, and the successors to the financial bourgeoisie of the 
1840s, with Louis-Napoléon at the political helm from 1852 to 1870, for all 
their stock swindling, saw to the building of the first steamship fleets, the Suez 
canal, etc. In sharp contrast, there are, as yet, no assets of comparable worth 
that the Indian financial aristocracy has developed to offset the wealth of the 
nation that they have secured for themselves. 

In India today, public-private partnerships are the norm in infrastructure 
projects — in airports, ports, power, railways, and highways, for example, the 
National Highways Development Project(NHDP) since 2000, one of whose 
major undertakings has been the construction of the so-called Golden 
Quadrilateral (four/six lane express highways connecting the four major 
metros) and the North-South and East-West Corndor, and the green-field, 
modernisation and expansion projects of the Hyderabad, Mumbai and Delhi 
international airports. In the field of railways, a dedicated freight corndor 
project, linking the ports of western India and the ports and mines of eastern 
India to Delhi and Punjab, is being planned. In this project, besides 
engineering, procurement and construction contracts, PPP with the build- 
operate-transfer form of project financing is being envisaged, under which 
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“special purpose vehicles” headed by private entities will receive 
“concessions” from the Indian Railways to construct and operate sections of 
the facility. 

Generally speaking, in PPP arrangements for the development of physical 
infrastructure, especially in the NHDP, besides government providing more 
than the required amount of land for the project, permitting commercial 
exploitation of the additional area, transferring some of its existing assets, 
changing the rules of the game to favour the “special purpose vehicle” 
(government may even take an equity share in it) that develops, builds and 
operates the asset for the contracted period, and giving income tax and import 
duty concessions, there is a provision called “viability gap funding”, under 
which the government, at its discretion, provides a capital subsidy (grant) of 
up to 40% of the project cost to ensure the asset’s economic viability from the 
point of view of its private developers/financiers. No wonder billionaires such 
as Gautam Adani, G M Rao, Jaiprakash Gaur and G V K Reddy are 
thriving. 

Interlinked M-C-M’ and M-M! Routes to Accumulation 

Basically, finance capital is socially “bribed” to accumulate,'® whether by 
the M-C-M' route or by the M-M’ course. In the former, M-C-M’, money 
begets more money via production, whereas in the latter, M-M’, the same 
happens with no relation to production. Let's look at their Indian avatars 
(incarnations). 

Mukesh Ambani, chairman and managing director of Reliance Industries 
Ltd (RIL), in which he inherited the largest share, 45% of the equity capital, 
member of the board of directors of the Bank of America and of the 
international advisory board of the Council on Foreign Relations, is among 
the top-10 of the world’s billionaires. He heads a business empire that was 
gradually integrated backwards; indeed, the claim is that he initiated that 
vertical integration strategy which took RIL from textiles to polyester fibres to 
petrochemicals, petroleum refining, and upstream into oil and gas exploration 
and production. His father, Dhirubhai Ambani was one of the most adept of 
India’s moneybags as far as thick-as-thieves relations with state and central 
governments went; he could influence a whole host of rules and regulations 
related to industrial licensing, taxation, including import duties, and 
quantitative restrictions on imports. And, in a financial environment (nght 
from the early 1980s) where insider trading was the norm, with his mastery of 
the stock dealer-business promoter combination, given its privileged access to 
price-sensitive information, its web of non-bank financial firms, the 
accumulation of wealth through destabilizing stock prices was trouble-free. 


16 Prabhat Patnaik, “An Aspect of Neo-Liberalism”, Macroscan, 19 December 2006, at 
http://www macroscan.net/cur/dec06/print/prnt] 91206Neo_libe... 
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Such stock market conduct in what was truly a laissez-faire setting 
guaranteed that the dominant promoter-dealer combinations could maximise 
their profits or minimise their losses any which way they chose. Indeed, 
looking at the structure and conduct of the stock market as a whole, in a long- 
term sense, the switching of funds from the early 1980s on, significantly 
shaped structural change in the real economy, preparing the matenal ground 
for neo-liberal consolidation in the 1990s and the emergence of quite a few 
financial aristocrats whose route to enrichment was of the M-M' type. 

A tracking of one such career, that of Uday Kotak and his financial 
business group would definitely be intriguing. Kotak is the principal founder 
and promoter of the Kotak Mahindra Group (KMG), along with Anand 
Mahindra, a minority partner, now the chairman and managing director of the 
transnational automaker, Mahindra and Mahindra. Beginning from the latter 
half of the 1980s, over time, especially after 1992, KMG gradually 
established itself in a whole range of across-the-board financial services from 
stock broking/dealing to auto-financing, investment banking, wealth 
management, fund syndication, mutual funds, life insurance, private equity, 
and real estate funding to commercial banking in 2003. Various joint 
ventures with transnational finance companies — for instance, with Goldman 
Sachs in investment banking and securities from 1996 (working together since 
1992) to 2006, with Ford Credit International from 1995 to 2005 in auto- 
financing, and with Old Mutual plc from 2000 onwards in life insurance — 
made it possible to take on various competitors. Financing against securities 
(as collateral), investment banking, and wealth management has been KMG'’s 
forte. i 
Indeed, from 2003 onwards, with a whole range of bank and non-bank 
financial activities in its business portfolio, the KMG has been engaged in 
activities from commercial bank-style taking of deposits from the public to 
raising capital for clients through underwriting and issuing securities, market 
making, assistance in M&As, raising funds for leveraged buyouts, venture and 
growth capital, placing loans to broker/dealer arms, secured by stocks/bonds, 
for their speculative trading and carrying of securities, investment portfolio 
management and private banking for high net worth individuals. 

Today, the group is organised, by-and-large, with Kotak Mahindra Bank 
(KMB) as-a bank-cum-holding-company possessing 16 different entities, 
wherein a large part of the bank’s total credit to financial companies is to its 
own subsidiaries and associates, the risk of contagion thus running both wavs. 
Among the country’s banks, Indian and foreign, given the manner in which 
KMG is structured, KMB has the highest profit from capital market-related 
transactions, both in absolute terms and as a proportion of total consolidated 
profit. In India today, the regulators, the Reserve’ Bank of India and the 
SEBI do not seem to take seriously the regulatory agenda of Glass-Steagall, 


ANALYTICAL MONTHLY REVIEW/ JULY-AUGUST 2012 127 


EDITORIAL 


itself dead in the United States long before Bill Clinton repealed the Act in 
1999. But in the wake of the great financial crisis, shouldn't the affiliations of 
KMB and its various subsidiaries and associates, given the nature of their 
business, be a matter of concern? Should the investment banking and 
securities entities be allowed to “gamble” with a significant part of the public 
deposits of KMB (we are referring to the speculative trading and carrying of 
securities by subsidiaries and associates with the use of bank credit)? Should 
a significant proportion of the subsidiaries’/associates’ loans be secured by 
stocks and bonds? Should the bank act as an agent of its non-bank 
subsidiaries in placing loans to brokers and dealers? Should it help its private 
equity arm raise funds for leveraged buyouts, and venture and growth capital? 

The process of financialisation that.we are concerned with: over here 
actually got resuscitated from the early 1980s onwards, which had a lot to do 
with Ambani’s RIL. — and later, Reliance Asset Management Company (a 
public limited company since 1986) — with its reliance largely on capital 
raised from the stock market that triggered that bourse’s active revival, leading, 
by the early 2000s, to the emergence of financier Aristos like Kotak. Unlike 
the latter, however, it was RIL’s exploits in the real part of the Indian 
economy that got Mukesh Ambani to the top of the heap. Let’s then get to 
that company’s foray in the upstream oil and gas business. 

The Panna-Mukta oil field and the Tapt gas field, discovered and 
developed by the public sector ONGC, was handed over to a partnership of 
Enron Oil & Gas India Ltd (incorporated in the Cayman Islands) and RIL, 
with the ONGC tagged along in what became a three-party consortium for 
the main benefit of the two private partners” [Of course, Enron later sold its 
stake to British Gas Exploration and Production India Ltd (also incorporated 
in the Cayman Islands) for $ 350 million in an offshore deal]. But what 
about the KG-DWN-98/3 deepwater block (also referred to as the KG-D6 
block), which was claimed to be RIL’s discovery of India’s biggest natural gas 
reserve, and the world’s largest gas discovery of 2002, which took the 
company’s share price into the stratosphere? It now transpires that the KG- 
D6 gas reserves are a mere 1.93 trillion cubic feet (tcf)'® and not the 5.3tcf 
claimed for the DI-D3 development area in March 2004 or the vastly 
inflated 11.3 tcf attested to in October 2006. 


"7 See chapter 6, “Findings in Respect of Panna-Mukta and Mid & South Tapti Fields” 
in the CAGI’s “Report No. 19 of 2011-12 for the period ended March 2011, Performance 
Audit of Hydrocarbon Production Sharing Contracts (Ministry of Petroleum and Natural 

Gas)”, Government of India, New Delhi, 2012 at http://salindia.gov.in/english/ 
home/Our_Products/Audit_Report/Government_Wise/union_audit/recent_reports/union 
_performance/2011_ 2012/Civil_%20Perfonnance _Audits/Report_ 19/Report_ 19.html, 

See “Reliance KG-D6 Reserves Est. Off 80%: Niko” at http:// 
www. indianexpress. com/story- -print/964902/. This figure is according to Niko Resources, 
RIL’s Canadian partner in the venture. 
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Like the Panna-Mukta-Tapti fields, RIL has made hay with the award of 
highly favourable production sharing contracts for the development of the 
country’s largest natural gas reserves in the Krishna-Godavari (KG) basin 
where the government has borne practically all the risks and the private 
contractor gets the lion’s share of the profits, and moreover, the latter is 
permitted to vastly inflate capital expenditure over the estimates initially 
agreed upon (“gold plating”). Indeed, the Ministry of Petroleum and Naiural 
Gas and the Director General of Hydrocarbons seemed to have been more 
interested in protecting the private contractor's cost recovery and share of 
profit petroleum than the public interest.'? The more basic question, however, 
is: Shouldn’t the blocks in the KG basin that were awarded to Reliance have 
been the public sector ONGC’s, for the KG basin’s potential was first made 
evident by the latter way back in 1983? In upstream oil and gas, can one then 
say that the government has aided RIL’s accumulation by making it easy for 

. the company to “pocket” the national wealth? 


Spectrum Aristos 

Likewise, huge personal fortunes have been made from the privatisation of 
the telecom service function so much so that the Telecom Minister A Raja’s 
dubious “first come first served” 2G spectrum licence allocation in 2008 even 
attracted real estate magnates like Sanjay Chandra (son of Ramesh Chandra) 
of Unitech (India’s second-most valuable real estate group) who floated 
Unitech Wireless, and billionaires Vinod Goenka and Shahid Balwa of DB 
Realty who promoted Swan Telecom. Soon after they got their 2G licences, 
even though they didn’t satisfy even the basic criteria of prior telecom 
experience, they sold a significant part of their equity capital to transnational 
telecom companies reaping huge capital gains. Swan Telecom reportedly paid 
Rs 1,537 crore for its license, but soon thereafter sold 45% of its equity 
capital to the UAE-headquartered Etisalat for Rs 4,200 crore, while Unitech 
Wireless paid Rs 1,661 crore for its 2G license, but went on to sell 60% of 
its equity capital to the Norwegian transnational telecom company Telenor for 
Rs 6,200 crore! But, as we saw, the Supreme Court has now become a spoke 
in the wheel of such wheeler-dealers. 

If for some, the switching of some capital from real estate to telecom hasn’t 
been a smooth ride, the reverse route seems to be paying huge dividends. For 
Sunil Mittal, whose Bharti Airtel is now India’s largest mobile operator, and 
whose conglomerate business group, Bharti Enterprises has tied up with 
Walmart and is set to open a chain of retail stores in India once the 
government allows foreign capital to control organised retail, Bharti Realty is 
now one of the main ways to deploy the accumulated wealth from telecom. 


19 See chapter 4, “Findings Relating to KG-DWN-98/3 Block”, CAGI's 2012 “Report 
No. 19 of 2011-12 ...", op cit. 
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Bharti Tele-Ventures (now Bharti Airtel) was the first private operator to 
launch cellular telecom services in India — aided by the deliberate initial 
restriction to enter that was placed upon incumbent public sector telecom 
entities — and gain a first-mover advantage (The public sector MTNL’s 
entry into mobile telephony was stalled for quite some time, and only when it 
was, later on, allowed to come in as a player that tariff rates came down 
significantly). Bharti snatched the pecuniary benefits flowing from the 
significant advantage the new mobile user derived from being connected to the 
already existing large public-sector network of fixed line users, which made the 
access of new mobile users to the network that much more valuable. Besides, 
with huge investments from Warburg Pincus and Singapore Telecom and a 
series of takeovers of firms that had bagged licences in different telecom 
circles, the purchaser of an Airtel connection expected a quantum growth in 
the size of the overall network to increase the value of his/her connection, but 
it was Airtel that derived most of the pecuniary benefits of this value 
enhancement. 

Moreover, the incumbent private operators now resorted to peculiar 
manoeuvres — companies like Bharti and Hutchison-Max (Hutchison-Essar) 
bid high to bag licences and then got the regulator to change the rules of the 
game in their favour, and then, the Cellular Operators’ Association of India, 
which represented them, got the Telecom Regulatory Authority of India to 
adopt a pricing formula that allowed them to snatch rents (excess profits). 
Also, in the initial years, when the bulk of the network was composed of 
public-sector fixed-line users, tariff rules were stacked in favour of the mobile 
operators. And, as mentioned, mergers and acquisitions have been one of the 
most important aspects of the dynamics of accumulation in the industry. The 
biggest so far has been Vodafone’s February 2007 acquisition of the 
controlling interest of 67% from Li Ka Shing Holdings (Li Ka-shing is the 
chairman of Hutchison Whampoa) in Hutchison-Essar for US$1 1.1 billion 
in an offshore deal that circumvented payments of capital gains tax to the 
government of India, and the subsequent July 2011 buy-out of Essar’s 33% 
stake for $ 5.46 billion. Such has been the route to unprecedented private 
accumulations of capital in the telecom sector over the course of the last two 
decades. 


2 Tn this account of the accumulation process following the privatisation of the telecom 
service function, we have drawn on the following three articles by C P Chandrasekhar: G) 
“The Telecom Mess”, Macroscan, 25 January 2000, at http://www.macroscan.net/fet/ 
jan00/print/pmt250100Telecom_Mess.htm; (ii) “The New Monopolists”, Frontline, 16 
February 2001, pp 102-103; and (iii) “Telecom Licensing: The End to. the Mess?”, 
Macroscan, 12 November 2003. 
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‘Where Money, Filth, and Blood Comingle’ 


With huge capital gains, Essar has successfully exited from Telecom, but 
the Essar group — headed by Sashi and Ravi Ruia, among the country’s top 
billionaires — also has a prominent stake in mining, steel, oil and electricity. 
Interestingly, in the mineral-rich region of south Chhattisgarh, following the 
provincial government’s creation in June 2005 of an armed private vigilante 
force — called Salwa Judum (SJ) — to cut off the villagers from the Maoists, 
companies such as Essar Steel and Tata Steel allegedly began to contract 
with SJ for protection and “ground-clearing” services. In Dantewara, Bastar 
and Bijapur districts, in the context of large-scale acquisition of land by 
corporations, entire villages were evacuated and villagers forcibly herded into 
camps, from which those who escaped were branded Maoists and hunted’ 
down. f 

Indeed, in all of this, according to a 2009 draft report authored by Sub- 
Group IV of the Committee on State Agrarian Relations and Unfinished 
Task of Land Reforms, set up by the Ministry of Rural Development, New 
Delhi, SJ was “supported with the fire power and organisation of the central 
forces”. But more to the point, the draft report — though it was quickly 
officially disowned and withdrawn from the ministry’s website — drew 
attention to what it called “the biggest grab of tribal land after Columbus” in 
the making as being initially “scripted by Tata Steel and Essar Steel who 
want seven villages or thereabouts each to mine the richest lode of iron ore 
available in India.” Backed by the security forces, the SJ evacuated hundreds 
of villages, hounding the inhabitants into police camps, and forcing many 
more to just run any which way they could to save life and limb. 

In such circumstances, why shouldn’t the victims, the indigenous Gondi 
poor, look to the Maoists (indeed, they are the Maoists over here) to defend 
their villages, provide a modicum of security in their lives, address their 
collective needs, their rights to jal-jangal-zameen (water-forests-land)? For this 
is their ancestral property and they, more than any other, know what the Land 
Acquisition Act of 1894 — created by the British colonialists but still on the 
statute — is intended to do to them. The iron ore from the Bailadila mines is 
exported to Japan cheap compared to the price that the sponge iron 
manufacturers of Chhattisgarh pay for lower-quality iron ore, and the Essar 
pipeline (267 km long) carrying the ore in the form of a slurry all the way 
through the provinces of Chhattisgarh, Orissa and then Andhra Pradesh to 
the port at Visakhapatnam makes it cheaper at further cost to the Gonds. The 
latter are being deprived of the land under their feet, their ancestral land; the 
minerals in the ground below are being taken away; the forests with which 
they enjoy a symbiotic relation are being cut down. 

Tron ore and coal mining are lucrative businesses. What’s better then than 
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getting black gold at a song? 


Acquisition for a Song?’ 


A recent leaked draft performance audit by the CAGI brings to light 
irregular and arbitrary allocation of blocks of already explored coal deposits to 
public and private sector firms between 2004 and 2009 instead of openly 
auctioning them to the highest bidder.” It was known to Prime Minister 
Manmohan Singh — who was also officiating as Minister of Coal during the 
relevant period — that there was, going to be a substantial difference between 
the price of coal as supplied by the public-sector enterprise Coal India Ltd 
and the cost of production of coal from the (to be) acquired captive mines of 
merchant power plants set up by independent power producers, cement and 
steel plants, but he didn’t agree that the Indian state as the legal owner of the 
natural resource on behalf of its citizens should make sure that a significant 
part of such benefit accrues to them. He allowed the windfall gains of what 
turned out to be approximately Rs 10.7 lakh crore (Rs 4.80 lakh crore to the 
private companies) — estimated as the difference between the price of coal 
and its cost of production at current prices (31 March 2011) in the captive 
mines multiplied by 90% of the geological reserves — to be snatched by the 
companies. Indeed, when the prime minister was officiating as Minister of 
Coal, going by the date of allotment of the blocks of already explored coal 
deposits, significant windfall gains accrued, among others, to Tata Power, 
Tata Steel, Essar Power, Hindalco, Adani Power, GVK Power, 
ArcelorMittal, BALCO and Sterlite Energy (the latter two, part of the 
Vedanta Resources business group).” 

Essentially, putting this in a way similar to how Prabhat Patnaik 
expressed it in the case of the 2G spectrum, Prime Minister Manmohan 
Singh allowed the already discovered coal deposits to be given to private 
sector companies, including subsidiaries of ArcelorMittal and Vedanta 
Resources, controlled by billionaires Lakshmi Mittal and Anil Agarwal, at 
““throwaway’ prices, certainly at prices way below what a fair auction would 


have fetched”. The windfall gain of Rs 4.8 lakh crore to the private 


2l “Coal for a Song”, editorial, Economic & Political Weekly, 14 July 2012, pp. 7-8, at 
http://www.epw.in/system/files/pdf/2012_47/28/Coal%20for%20a%20Song. pdf. 

2 CAGI, “Draft Performance Audit — Allocation of Coal Blocks and Augmentation of 
Coal Production by Coal India Ltd”. ; 

33 Ibid, Annexure 1B: Benefit Extended to Private Companies Year-wise as per Year of 
Allocation, pp. 94-101. 
a Sadly, the then Left Front government of West Bengal, headed by the Communist 
Party of India (Marxist), when asked for its view regarding competitive bidding as an 
alternative to the prevailing irregular and arbitrary allocation of blocks, expressed its 
“reservations on the implementation of competitive bidding for allocation of captive blocks” 
(Ibid, chapter 5, section 5.4.1, p. 32). 
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companies represents a loss to the citizens of India; this money “could have 
been spent on their benefit but was diverted to private pockets.” Now, even if 
no bribe was paid, the loss to the people as a result of this privatisation of the 
already discovered coal deposits remains. Indeed, it constitutes a regressive re- 
distribution of wealth from the citizens of India to a whole host of private 
companies, including transnational corporations like ArcelorMittal and 
Vedanta Resources. 


Bred on Privatisations Worldwide 


That brings us to Lakshmi Mittal and Anil Agarwal, both of whose initial 
wealth was inhented, and has grown phenomenally through privatisations — 
sale of state-owned assets at “’throwaway’ prices” in the neo-liberal era 
constituting accumulation by dispossession. One of Vedanta’s prized 
purchases was 51% of the equity capital of the highly profitable Indian public 
sector enterprise BALCO in 2001. Sterlite Industries, a subsidiary of 
Vedanta Resources, which acquired BALCO, funded both the Congress 
Party and the BJP; indeed, in 2003 India’s present Home Minister, P 
Chidambaram was a non-executive director on the board of Vedanta, which 
‘has its largest mining and non-ferrous metals business portfolio in India, 
besides Zambia and Australia, the Indian part essentially based upon 
acquisition of state-owned assets. The company’s Indian business portioning 
also includes commercial power generation and iron ore mining. Besides 
BALCO, Vedanta’s aluminium business in India also encompasses the 
Lanjigarh Alumina project in Orissa for which it is still bent upon mining 
bauxite in the Niyamgiri hills despite the fact that this will destroy the habitat 
of the Dongria Kondh tribes, and continues to lobby in New Delhi for the 
environmental passage of this project.” 

Lakshmi Mittal, the chairman and CEO of ArcelorMittal, the world’s 
largest and most globalised steel company, brought India back into his 
business coffer in 2005 with a memorandum of understanding (MoU) that 
the then Mittal Steel would set up a 12 million tonne per annum (mtpa) steel 
plant in the province of Jharkhand. Then again in 2006, after the merger of 
his company with Arcelor, he committed, in another MoU, to set up another 
green-feld steel plant of the same capacity in Orissa, and once more, 
promised a six mtpa plant in Kamataka, in all, pledging 30 mtpa fresh 
capacity in-the-making in India. But such words-of-honour apart, Mittal’s 


5 Part of the information on Sterlite Industries Ltd. is from Crocodyl Collaborative 
Research on Corporations, at http://www.crocodyl.org/wiki/ sterlite_industries_ india_limited. 
Besides this, there’s a brilliant book by Felix Pade! and Samarendra Das entitled Out of This 
Earth: East India Adivasis and the Aluminium Cartel (Orient BlackSwan, Hyderabad, 2010) 
that, among other things. is a deeply upsetting account of the impact of the mining and 
beneficiation of bauxite on the indigenous peoples of Orissa and their habitat. 
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business record is not one of green-field creations but acquisitions. The latter, 
underway since 1989, first involved the takeover of state-owned steel plants at 
rock-bottom prices in the periphery and semi-perphery of the world economy, 
including in an Eastern Europe in transition to capitalism and countries that 
were formerly part of the USSR.”° The deals were really sweet — the sellers 
retained pension and environmental. liabilities and Ispat International (this 
Mittal family-dominated firm later acquired the family holding enterprise 
LNM Holdings NV and merged with International Steel Group in 2004 to 
form Mittal Steel) getting tax loss carry forwards from historical losses, 
besides favourable government and World Bank loans to further sweeten the 
leveraged buyouts. Upon accomplishing a significant original accumulation of 
capital via such acquisitions, Mittal then took advantage of the long structural 
_ crisis which the steel industry in the Triad was going through to takeover 
distressed steel companies in North America and Western Europe. 

Essentially, neo-liberal policy worldwide, of which privatisation was a vital 
component, the transition to capitalism in Eastern Europe and the former 
Soviet Union, and political connections in Britain,” from which the Mittal 
international business empire was controlled, explains Lakshmi Mittal’s 


26 In the latter, as Nancy Holmstrom and Richard Smith (“The Necessity of Gangster 
Capitalism: Primitive Accumulation in Russia and China”, Monthly Review, February 2000) 
put it in the context of the transition to capitalism in Russia, there was “a continent-wide drive 
to privatise state-collective property”, ... “a hellish free-for-all ‘grabification’”, ... plunder of 
“the nation’s wealth of natural resources”, sale of “state-owned gold, diamonds, oil, gas, 
Siberian forests, even plutonium”, and their unloading “on the West [by the new bourgeoisie] 
to amass their private fortunes”. After all, “capitalism as a social system requires such a one- 
time wholesale expropriation of social property.” (http://monthlyreview.org/2000/02/0 I /the- 
necessity-of-gangster-capitalism) Of course, the process of “primitive accumulation” in Russia 
and China, at least, helped create their own powerful capitalist classes; elsewhere, for instance, 
in Romania, in its power elite’s bid to gain membership of the European Union (EU), state- 
assets were sold to foreign capital, like the Sidex Steel Works that the UK's then Prime 
Minister Tony Blair did a lot to ensure transfer to Ispat International, promising in a quid pro 
quo to, in turn, help Romania gain its much-prized EU membership, which it got on | January 
2007. i 

77 According to Mark Reutter (“Meet the New Owners: The Billionaire Mittals”, 2005 
at http://www.makingsteel.com/meetowners.html): 

In 2001, Mittal made a £125,000 (about $235,000) contribution to the 
British Labour Party. A month later, Labour Party chief and UK Prime Minister 
Tony Blair interceded on Mittal’s behalf to help him secure the purchase of 
Romania’s state-owned steel works. Blair’s personal letter to the Romanian Prime 
Minister argued that Mittal’s bid could help Romania gain EU membership. 
The Romanian press reported that Mittal personally met with Privatization 
Minister Ovidiu Musetescu and presented a letter of bank guarantees worth $47 
million as the first step in purchasing the majority of shares in the Sidex Steel 
Works. It has since come to light that the Blair government supported international 
loans worth hundreds of millions of dollars to assist Mittal’s growing chain of steel 
mills. 
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metamorphosis into “The Metal King” of the world. Right now, however, for 
"© ArcelorMittal in India, it’s an acquisition race to acquire the most lucrative 
© iron-ore mining leases in the Chiria and Gua areas of Paschim Singhbhum 

district of Jharkhand. Further, there’s much more at stake in the Saranda 
forest region of the same district, where the armed forces of the state have been 
trying to “flush out” (the official discourse) the Maoists (the counter- 
insurgency over here is called “Operation Anaconda”) in order to make the 
area safe for the exploitation of the huge deposits of iron ore which are the 
object of attraction of companies such as ArcelorMittal.” 


Intersection of Business and Politics 

In the age of finance capital, the distinction between the political and the 
’ economic, the “public” and the “private”, is getting increasingly blurred. 
| Politics has also become a form of business, and a very lucrative one at that. 
i, Take the two major political parties, the Congress and the Bharatiya Janata 
t Party — their declared sources of funds are not even a fraction of their 
r- expenses, that is, if one looks at these over an electoral cycle. In the present 
.. neo-liberal era, where ever and whenever they are or have been in power, they 
. have helped the financial aristocracy in plundering the nation’s wealth of 
‘natural resources, oil, gas, forests and minerals, aided the “big bulls” in 
“engineering the rise of the stock and real estate markets through various 
means, all to amass private fortunes. 

Indeed, one is witness to a veritable orgy of corruption and graft, influence 
peddling, bribery and embezzlement, all following the de-regulation and 
 unfurling of “economic freedom” for the moneybags from July 1991 onwards. 
l Buying the votes of parliamentarians, purchasing the appointment of 
’’ particular individuals as union ministers, shopping for the pens of senior 
media persons, indeed, paying for “justice”, snapping up the support of some 
NGOs and social activists, not to forget “laundering” of black money, 
allocation of mines, forests, land, water, and spectrums at “throwaway prices”, 
all these manoeuvres have been subject to market principles. Yet, Team Anna 
and its followers, and a number of other decent people still believe that the 
system can be reformed by Lok Pals and Lok Ayuktas, this commission and 
that legislation.” What does one do when the system is rotten to the core? Its 
managers produce a White Paper on BM, and the business press and TV 
debate it. Some may even announce a “fast unto death” if some bill to set up 
another investigatory authority is not passed or their demand for some special 


8 On plans for Coal mining in and on the outskirts of Saranda forest in Paschim 
Singhbhum district, see Satyen Bera’s “Between Maoists and Mines”, Down to Earth, 30 
April, 2012, at http;//www.downtoearth.org.in/print/37964. . 

“The Anna Hazare Scam” by Analytical Monthly Review, Apnl 2011 at 
http://mrzine.monthlyreview. org/201 I/amr!50411.html. 
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investigation team to probe their charges of corruption against ministers, “ 
including the prime minister, is not met. But, sadly, things have gone far past ` 
such devices to reform the system. ; 

The “February Revolution [of 1848 in France] aimed directly against the | 
finance aristocracy”; it “completf{ed] the rule of the bourgeoisie by allowing, ` 
besides the finance aristocracy, all the propertied classes to enter the orbit of ~ 
political power”. But is bringing the so-called “industrial bourgeoisie” back ` 
into the circuit of power the answer to the problems of the Indian people? 
Who are the Indian industrial bourgeoisie’s most-powerful constituents today? - 
The IT and ITeS “entrepreneurs” and the “technology magnates”? The ; 
Azim Premjis, Shiv Nadars, Yusuf Hamieds, Cyrus Poonawalas, N R | 
Narayana Murthys, Deshbandu Guptas, Pankaj Patels, Nandan Nilekanis . 
and K Anji Reddys? But can the IT and ITeS entrepreneurs contract ‘ 
with the who’s who of the Wall Street’s financial conglomerates and gain as | 
arbitrageurs of India’s cheap “human capital” without the banks, the stock-« “l 
exchange, the realty firms, and the SEZ developers? According to a:i N 
government report of 2008, 62% of the total number of India’s SEZs is - 
IT/ITeS SEZs; so aren’t the IT and ITeS entrepreneurs beneficiaries of hes f 
process of accumulation by dispossession? i 

What about the “technology magnates ”) In the pharmaceutical industry 
like the IT/ITeS entrepreneurs, aren’t the technology magnates simpl? i 
arbitrageurs of India’s cheap “human capital”, which grasps the base. 
technologies and, occasionally, even develops the keù technologies to bring inj 
huge profits from the export of medicines to the Triad countries? And, the: 
more venturesome, the so-called innovators, aren’t they basically venture‘ 
capitalists who finance the start-up phases of a portfolio of R&D projects only |} 
to reap extraordinary rates of return, mainly in the form of capital gains, from ` 
the few that go on to show a potential to emerge as key technologies and 
succeed in the marketplace? Can these technology magnates do without the 
stock market, the banks — finance capital? It should be clear therefore that 
we ‘are not, even for a moment, suggesting that the financial aristocracy is 
shackling the development of capitalism in India. Viewed from the system’s 
own inner logic, the financial aristocracy is as necessary as the industrial 
bourgeoisie. 

The February Revolution of 1848 in France brought the industrial 
bourgeoisie back into the orbit of political power. But the plebeians and the 
proletariat were meant to be kept under the thumb and at the mercy of the 
new ruling combine. They revolted in Paris in June (1848), but were brutally 
crushed — 1500 of them killed — their dreams shattered. Nevertheless, they 
came back with a bang into the tide of history in 1871 when they established 
the Commune between mid-March and end-May of that year, only to be 


crushed once more, this time with much more savagery. But the Communards 
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did “lop. off as speedily as possible” the “worst sides” of the old state and 
tried to put in place “a form of government”, a truly “democratic republic” — 
“the dictatorship of the proletariat”. A -socialist intent such as this stems 
from a leadership that is sensitive and responsive to the “moral economy of the 
crowd”.?' In India too, poor and middle peasants, dispossessed wage workers, 
artisans, and lower middle-class households struggling to keep themselves 
from going under have an incipient set of values, norms and beliefs concerning 
the economy, the polity and the society, which in a revolutionary situation, 
they might be willing to defend against those of capitalism. They regard the 
reigning capitalist principles and practices as morally wrong. 

There are two capitalist modus operandi which deeply affect people’s 
lives, where those who take the decisions are outside the framework of liberal, 
political democracy, in the market and the economy. Indeed, it is the leviathan 
state that protects this sphere by guaranteeing the nght to protection of 
property and contract. It is in the economy that exploitation of the 
dispossessed wage worker and poor peasant is the norm, a practice that is, 
nevertheless, repugnant if one were to go by the principles of the moral 
economy of the crowd. So too would be the sharp practices of speculators and 
hoarders of essential commodities in a situation of shortage. The other 


- “corrupt” practice that is abhorrent, again, if one goes by the moral economy 


“Le 


of the crowd, is the separation of property from need, which is a consequence 
of capital’s relentless drive to maximisation of its net worth (as valued by the 


market) by any and all available means. 


Can then “the crowd” be made to feel disgusted:and repulsed when it is 
explained to it that one of India’s most wealthy and powerful business houses 
funded its lobbyist to manoeuvre to get its nominee appointed as union 
minister for communications and information technology? Or at such 
manoeuvres as the removal of Mani Shankar Aiyar as union minister for 
petroleum and natural gas in January 2006 and his replacement by Murli 
Deora at Washington’s behest (it didn’t want the Jran-Pakistan-India gas 
pipeline project)? Of course, in feudal times state offices were bought in quite 
an undisguised manner and without any loss of face. In those times, a state 
official using his public office for the purposes of private gratification was not 


3 1891 Introduction by Frederick Engels on the 20th Anniversary of the Paris Commune 
[Postscript] to Marx's The Civil War in France, at http://www.marxists.org/archive/marx/ 
works/ | 87 | /civil-war-france/postscript.htm. 

3! Derived, of course, from E P Thompson’s classic essay “The Moral Economy of the 
English Crowd in the Eighteenth Century” in Past and Present, No 50, February 1971, pp 
76-136, reprinted in his Customs in Common (Merlin Press, London, 1991), “moral economy 
of the crowd” is now part of our historical vocabulary. We use the phrase to refer to a set of 


` norms, values and beliefs that common folk evoke as worthy of defence against those of 


capitalism. 
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unusual, indeed, this was expected of him.” 

Nevertheless, in 21st century India, Prime Minister Manmohan Singh 
doesn’t think that there is anything unusual going on over here and would 
have continued to accommodate A Raja in office if it were not for court 
strictures. Perhaps the distinction between the “political” and the “economic”, 
the “public” and the “private” is getting blurred as the financial aristocracy 
increasingly calls the shots. Business and politics are so closely intertwined; 
indeed, politics is also a form of business, and a very lucrative one at that. But 
even as we say this, we need to acknowledge that A Raja the politician was 
merely a willing instrument of his wealthy and powerful clients, all capitalists, 
just as Murli Deora was of his masters in Washington DC.” 


The Aristo and “the Crowd” 


How then — say as a neo-realist script writer — would one picture the 
typical financial aristocrat in India today? There are those who headquarter 
their companies in Amsterdam, own and control them from London, globally 
integrate mine, manufacture and trade in different parts of the world, 
including India, stash the family wealth in the Dutch Antilles, and hire the 
palace of Versailles for the wedding of their daughter. Grounded in global 
markets, and accumulation on a world scale, they are at their best with a 
political leadership and a state bureaucracy steeped in neo-liberalism. The 
“commanding heights” of policy formulation — the Planning Commission 
and North Block — have to be “captured”. So the Ansto’s foundation funds 
academic think-tanks, “world-class” universities, and the right kind of NGOs . 
to spread the word about “good governance” and shape the agenda of social 
activism. “[W]hat better way to parlay economic wealth into political, social 
and cultural capital, to turn money into power?”™* The governing principle is, 
of course, market valuation. So you don’t put all your political, social and 
cultural eggs in one basket. The Hindu nationalists, the Sangh and its 
Parivar, may mouth the doctrine of Swadeshi (economic nationalism), but 
clearly, it’s not a part of their real agenda. Moreover, for the Aristo, what can 
be a more worthy agenda than restoring the grandeur of Vedic culture, 
bringing back that Golden Age in the present epoch of globalisation? 

Whether national or transnational, the Family and the Business are the 
two defining symbols of the Indian financial aristocrat’s world. All his (it’s a 
patriarchal and enclosed extended-family life) decisions are guided by the 


32 “Notes from the Editors”, Monthly Review, April 1999. 
3 The Anna Phenomenon”, editorial, Economic & Political Weekly, 23 April 2011, pp. 
7-8, at http://www.epw. in/system/files/pdf/201 1_46/17/The_Anna_Phenomenon. pdf. 
#4 Arundhati Roy, “Capitalism: A Ghost Story”, Anuradha Ghandy Memorial Lecture, 
20% January 2012, St Xavier's College, Mumbai; later published in Outlook, 26 March 2012, 
p- 18. - 
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concrete interests of his Business and those of his Family. That which is good 
for them is all that ultimately matters. The Aristo is gentle, good natured, 
understanding, even loving when it’s a matter of the enclosed family; 
predatory otherwise. Key politicians, judges, regulators, businessmen 
connected to the Family and those who are dependent on his Business (they 
will enjoy his patronage as long as they accept subordination), police officers, 
media persons, stock market dealers, all basically imbued with the profit 
motive, are “in his pocket”. He has an air of arrogance and superciliousness, 
he’s impenetrable, impervious; his gaze, cold and harsh. He will even buy up 
a bundle of news and current affairs TV channels if the opportunity presented 
itself. His struggle is pitted against rival Families and Businesses. He is part 
of the insignificant minority of Indians who hold tremendous wealth and 
power. His “temple to the new India” is an obscene symbol of the gross 
inequality that stares anyone in the face in India today. Philanthropy and 
corporate social responsibility are in if they're good for the image of the 
Family and the Business, and they are, for he’s definitely not the drab kind of 
businessman operating in the realm of legality; indeed, if Aristo has gained 
the upper hand, it is through his utter defiance of all codes, legal and moral. 

But what of the footprints that bothered Cacus? It all depends where the 
Aristo has been the predator. If it’s in Chhattisgarh or Jharkhand where’s he’s 
grabbed mining rights, or at the Ministry of Mines in New Delhi, where they 
pontificate on good governance but change the rules of the game for a price, 
perhaps he knows better. In this setting, predators don’t need to bother about 
such things as “footprints on the sands of time”. Are we being harsh and 
cynical? No, this is a world where predators go unpunished; it’s at the 
intersection of business and politics, the latter, politics-as-business. 

The antithesis of this domain of the Aristos and their exploits is the milieu 
of “the crowd” — having to make do each day, day-in-and-day-out, with less 
that Rs 20 in each of their pockets, “the crowd” is constantly struggling for 
the prime necessities of life. Between 1997 and 2007, 182,936 peasants who 
couldn’t pay their debts killed themselves, their souls yet to rest in peace. P 
Sainath, the rural affairs editor of The Hindu, calls this spate of farm suicides 
“the largest sustained wave of such deaths recorded in history”.” But what of 
those the dead left behind, the 800 million impoverished and dispossessed — 
“the crowd”? Contrast its plight with the affluence, the Mammon of the 
Aristo and you know that Marx’s words still ring true: “national wealth is, © 
once again, by its very nature, identical with misery of the people”. The 


38 “Neo-Liberal Terrorism in India: The Largest Wave of Suicides in History”, 
Counterpunch, 12 February 2009, at http://www.counterpunch.org/2009/02/12/the-largest- 
wave-of-suicides-in-history/. 

Marx wrote this in Capital, Volume I, Chapter 33 — “The Modern Theory’ of 
Colonisation”. 
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continuing great financial crisis — a Part Il, perhaps a Part II] too — may 
ultimately lead to the devastation of industry and foreign trade, which will 
make the rule of the financial aristocracy still more unbearable. 

In such times, one needs to be particularly sensitive and receptive to 
aspects of the moral economy of the crowd. The leaders of the Communards 
in Paris in 1871 were Proudhonists and Blanquists. But the pulse of “the 
crowd” forced them to lump many of their prejudices, alerted them that they 
had to “lop off at the earliest possible moment” the “worst sides” of the old 
state, that they also had to allow the working class to “safeguard itself against 
its own deputies and officials, by declaring them all, without exception, subject 
to recall at any moment.” Yes, if we want to know what the dictatorship-of- 
the-proletariat looks like, we need to “I ook at the Paris Commune. That was 
the Dictatorship of the Proletariat.”2” But we also need to gauge the pulse of 
“the crowd”. 

The Indian left is the natural ally of “the crowd” against the capitalist 
convention and practice of accumulation of wealth by any and all available 
means, including “accumulation by dispossession”. The "dispossession", nay 
the “theft” in India since 1991 — as we have seen — is essentially of 
state/public assets created by the social labour and sacrifice of scientists, 
engineers and workers, and surely, “the crowd” is more than aware of the 
“roguery”. As it is, this damned of the Indian earth has been subject to a very 
high rate of exploitation, but with the devious “theft” of social property and 
the pillage of Mother Nature by the aristos, things have gone from bad to 
worse. Thus, for the left, the need of the hour is to embrace “the crowd”; it is 
then that practice of the leadership principle of the “mass line” (“from the 
masses, to the masses”) will begin. Of course, the left cannot go by what “the 
crowd” wants irrespective of what it has in mind, but the left should never 
enforce what it believes is the right thing to do or achieve irrespective of what 
“the srowd” is convinced by. 
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a massive exodus of migrant labour/employees and students of the — 
North East from the big cities of central India,. especially Bangalore, 
Mumbai, Pune, and Hydrabad, became a national issue for a moment this 
monsoon. Yet the discussion of this shocking event in even the best of the. 
mainline press was singularly empty and one-dimensional. We saw the 
images of young crowds disembarking from special trains that had been put 
on, accompanied by interviews.remarkable for the absence of content. Part of _ 
the explanation for this strange state of events was the caution, in part legally 
mandated, with which communal disturbances are reported. Many viewers. 
and readers nonetheless were aware that what they were viewing and reading 
about was an unprecedented panic—analogous, on a far smaller scale, to the 
"great fear" of the French Revolution or that of the communal expulsions and 
atrocities that accompanied Independence. We knew that Bengali-speaking 


continued on inside back cover 
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4. 
Implosion of the European System 


Samir Amin 


Majority opinion in Europe holds that Europe has all it takes to become 
an economic and political power comparable to, and consequently 
independent of, the United States. The simple addition of its component 
populations with its GDPs makes that seem obvious. As for me, I believe that 
Europe suffers from three major handicaps that rule out such a comparison. 

First of all, the northern part of the American continent (the United States 
and—what I call its external state—Canada) is endowed with natural resources 
incomparably greater than the part of Europe to the west of Russia, as is shown 
by Europe’s dependence on imported energy. 

Secondly, Europe is made up of a good number of historically distinct 
nations whose diversity of political cultures, even though this diversity is not 
necessarily marked by national chauvinism, has sufficient weight to exclude 
recognition of a “European people” on the model of the United States’s 
“American people.” We will return later to this important matter. 

In the third place (and this is the main ground excluding such a 
comparison), capitalist development in Europe was and remains uneven, 
whereas American capitalism has developed in a fairly uniform way 
throughout the northern American area, at least since the Civil War. 
Europe, to the. west of historic Russia (including the Ukraine and Belarus), 
is composed of three unequally developed sets of capitalist societies. 

Historic capitalism—that is to say, the form of the capitalist mode of 
production that has become established on a world scale—took shape 
beginning in the sixteenth century in the London/Amsterdam/Paris triangle 
and attained its completed form with the French political revolution and the 
English industrial revolution. This model, which was to become prevalent in 
the dominant capitalist centers up until the contemporary epoch (liberal 
capitalism, as Wallerstein called it), expanded in the United States 


SAMIR AMIN is director of the Third World Forum in Dakar, Senegal. His books include 
The Liberal Virus, The World We Wish to See, and The Law of Worldwide Value (all 
published by Monthly Review Press). This article was translated from the French by Shane 
Mage. ; l 
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vigorously and rapidly after the Civil War, putting an end to the dominant 

position of the slave power in its federal government, and later also ending 

Japan’s independent power. In Europe, after 1870, that same model 

prevailed just as rapidly in Germany and Scandinavia. The European core’ 
(Great Britain, France, Germany, the Netherlands, Belgium, Switzerland, 

Austria, and Scandinavia) has now come under the economic, political, and 

social sway of its own generalized (as | call them) monopolies, which, 

starting from earlier forms of monopoly capitalism, attained that status in the 

1975-1990 period. 

Stil, the generalized monopolies proper to this European region are not 
“European”; they are still strictly “national” (that is to say, German, British, 
Swedish, etc.) even though their businesses are trans-European and even 
transnational (carried out on a worldwide scale). The same is the case with 
the contemporary generalized monopolies of the United States and Japan. In 
my commentary on the impressive research that has been done on this subject 
I have emphasized the decisive importance of this conclusion.’ 

The second layer involves Italy, Spain, and Portugal in which the same 
dominant model—currently, that of generalized monopoly capitalism—only 
took shape much more recently, after the Second World War. Because of this, 
these societies retain peculiarities in their forms of economic and political 
governance that obstruct their rise to equality with the others. 

But the third level, comprising the countries of the former “socialist 
(Soviet-style) world” and Greece, did not constitute the base for any 
generalized monopolies proper to their own national societies (Greek ship 
owners being a possible exception, though their status as “Greeks” is highly 
questionable). Until the Second World War all these societies were far 
removed from the developed capitalist relations that characterized the 
_ European core. Afterwards, Soviet-style socialism suppressed still further their 
embryonic national capitalist bourgeoisies in all countries that took the 
“actually existing socialist” path, replacing narrow bourgeois rule with a state 
capitalism having social, if not socialist, features. Having become reintegrated 
into the capitalist world through membership in the European Union and 
NATO, these countries (including Greece) thenceforward shared the 
situation of others in peripheral capitalism—not ruled by their own national 
generalized monopolies but subject to those of the European core. 

This heterogeneity of Europe strictly excludes comparison with the United 
States/Canada ensemble. But, you might ask, cannot this heterogeneity be 
made to disappear gradually—precisely through the construction of Europe? 
- That is the prevailing opinion in Europe. | disagree, however, and will return 
to this matter. 
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Can Europe be Compared to the American Dual Continent? 


My belief is that it is more realistic to compare Europe to the American 
dual continent (United States/Canada on one side, Latin America and the 
Caribbean on the other) than to northern America alone. The American dual 
continent constitutes an ensemble within world capitalism characterized by the 
contrast between its central and dominant north and its peripheral and 
subordinate south. This domination, which in the nineteenth century the 
rising American power (having in 1823 proclaimed its ambitions in the 
Monroe Doctrine) shared with its British competitor, then hegemonic on a 
world scale, is now mainly exercised by Washington, whose generalized 
monopolies have broad control over economic and political life south of its 
border despite recent combative advances that might call its domination inta 
question. The analogy with Europe is evident. The European East is in a 
peripheral situation of subordination to the European West analogous to the 
characteristic status of Latin America in relation to the United States. 

But this, like all analogies, has its limits,.and to ignore them would lead te 
wrong conclusions about what futures are possible and what are the effective 
strategies for opening the road to the best of those futures. On two levels 
difference, rather than analogy, prevails. Latin America is an immense 
continent endowed with fabulous natural resources—water, land, minerals, 
petroleum, and natural gas. In no way is Eastern Europe comparable on that 
level. Moreover, Latin America is likewise much less heterogeneous relative tc 
Eastern Europe: it has two related languages (though there are many 
surviving Indian tongues) and little national-chauvinistic hostility among 
neighbors. But these differences, however important they might be, are 
scarcely our major motive for not going on with a simplified analogical 
reasoning. 

U.S. domination over.its American South is mainly exerted through 
economic means, as shown by the model of a pan-American 
common market promoted by Washington (though U.S. efforts to impose it 
are currently at a standstill). Even the part of this model, NAFTA, which is 
already in effect and annexes a subordinated Mexico to the big North 
American market, does not institutionally challenge Mexico’s politica! 
sovereignty. [here is nothing naive about this observation. I am well aware 
that there are no sealed barriers separating economic methods from those 
operating on the political level. The Organization of American States 
(OAS) has rightly been considered by Latin American opposition forces te 
be “the United States’s Colonial Office,” and the list of U.S. interventions, 
whether military (as in the Caribbean) or in the form of support to a coup 
d'état, is long enough to prove-that. 

The institutional form of the relationship among states of the European 
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Union. stems from a broader and more complex logic. There is indeed a sort 
‘of West European “Monroe Doctrine” (“Eastern Europe is the property of 
Western Europe”). But that is not all there is to it. The European Union is 
_ no' longer merely a “common market” as it was at its start, when it was limited 
to six countries before being extended to others in Western Europe. Since the 
‘Maastricht Treaty it has become a political project. Certainly this was 
‘conceived as a means of furthering the larger project of having the generalized 
monopolies -manage the societies involved. But it was also capable of 
‘becoming an arena for conflicts and for the challenging of those projects and 
their established- methods of implementation. The European institutions are 
supposed to link the peoples of the Union and set.forth several means toward 
that’ end, like weighting the representation of states in the European 
` -Parliament according to their populations rather than their GDPs. Because. of 
this the prevailing opinion in Europe, including that of most leftists critical-of 
its institutions as presently structured, clings to the hope that Another Europe 
is Possible. 

` Before discussing theses and hypotheses about possible alternative futures 
for: the construction of Europe, it seems necessary to go into some 
“discussion, on the-one hand, of Atlanticism and imperialism, and, on, the 
other, of European identity. 


Europe, or Atlanticist and Imperialist Europe? 


Great. Britain is more Atlanticist than it is European, deriving oo posture 
ae its’ former position as imperialist hegemon—even though that heritage 
has now dwindled to the privileged position held by the City of London in the 
globalized financial system. Therefore Great Britain subordinates its very 
“special: sòrt. of membership in the European Union to the priority it maintains 
for the institutionalization of an economic and financial Euro-Atlantic market, f 
which prevails over any wish to participate actively in the political construction 
of Europe. 
"e -But it-is not only Great Britain’ that- is Atlanticist. “Tie cihin ; 
Paoa states äre'no less so, despite their seeming intention to construct a 
. political Europe. Proof of that is given by the central position of NATO in 
this political construction. That a-military alliance with a country outside the 
Union has ‘been’ integrated.de facto into the “European constitution” 
‘constitutes an unparalleled anomaly. For some European countries (Poland, 
Hungary, and the Baltic states) NATO's protection—i.e., that of the United 
States—against ‘their “Russian enemy” (I). is more important than their 
` adhesion ‘to the European Union.: _ 
_. The persistence of Adanticism, and the worldwide expansion of NATO's 
field of operation after the supposed disappearance of the “Soviet menace,” 
has resulted from what. I have analyzed as the emergence of the collective 
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imperialism of the triad (United States, Europe,:and Japan). That is, the 
dominant centers of generalized-monopoly capitalism intend to remain 
dominant despite the rise of emergent states. It is a matter of a relatively recent 
transformation of the imperialist system, which had previously, and 
traditionally, been based on conflict among the imperialist powers. The cause 
for the emergence of this collective imperialism is the need for united 
confrontation of the challenge by the peripheral peoples and states of Asia, 
Africa, and Latin America eager to escape from their subordination. 

The European imperialist segment at issue involves only Western Europe, 
all of whose states in the modern period have always been imperialist whether or 
not they held colonies, since they have and always have had a share in the 
imperialist rent. Contrariwise, the Eastern European states have no access to it 
since they have no national generalized monopolies of their own. They have 
swallowed the illusion, however, that they have a right to it just because of their 
“Europeanness.” Who knows if they will ever be able to get rid of that illusion? 

Imperialism, having become collective and remaining so henceforward, 
shares in regard to the South a single common policy—that of the tiad— 
which is a policy of permanent aggression against those peoples and states 
which dare to call into question its special system of globalization. And 
collective imperialism has a military leader, if not a hegemon: the United 
States. It is understood, then, that neither the European Union nor any of its 
component states have a “foreign policy” any longer. The facts show that 
there is but a single reality: alignment behind whatever Washington (perhaps 
in agreement with London) decides on its own. Viewed from the South, 
Europe is nothing else but the unconditional ally of the United States. And 
though there may be some illusions about this in Latin America—no doubt 
because hegemony there is exercised brutally by the United States alone and 
not by its subaltern European allies—that is not the case in Asia and Africa. 
The power-holders in the emerging countries know it: those in charge of the 
other countries in the two continents accept their status as submissive 
compradors. For all, only Washington counts, not a Europe that might as well 
not exist at all. 


Is There a European identity? 
The viewpoint from which this question is to be aded is internal to 


Europe. For from an external viewpoint—that of the broad South—indeed, 


“Europe” definitely seems to be a reality. For the peoples of Asia and Africa, 
whose languages and religions are “non-European” even when that reality has 
been attenuated by missionary conversions to Christianity or by adopting the 
official language of the former colonizers, the Europeans are the “others.” 
Matters are different of course in Latin America which, like northern 
America, results from the construction of the “other Europe’—the “New 
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World,” linked to the formation of historic capitalism. 

The real question of European identity, however, can only be discussed by 
looking at Europe as seen from inside. But the theses affirming and denying 
the reality of this identity clash in polemics that lead each side to bend the 
stick too far in its own favor. So some evoke Christianity, although one should 
logically refer there to Catholic, Protestant, and Orthodox Christianities— 
while not passing over the far from negligible numbers of those with no 
religious practice and even no religious belief at all. Others will point out that 
a Spaniard is more at ease with an Argentine than with a Lithuanian, that a 
French woman will understand an Algerian better than she will a Bulgarian, 
and that the English move more freely in the parts of the world where people 
share their language than in Europe. The ancestral Greco-Roman civilization, 
whether as it was or as reconstructed, ought to make Latin and Greek, rather 
than English, the official languages of Europe (as they were in the Middle 
Ages). The eighteenth-century Enlightenment scarcely involved more than the 
London/Amsterdam/Paris triangle even though it was exported as far as 
Prussia and Russia. Representative electoral democracy is still very insecure 
and is too recent to see its origins as going back to the formation of Europe’s 
visibly diverse political cultures. 

There is no difficulty in showing the still-present power of national 
identities in Europe. France, Germany, Spain, and Great Britain were all 
formed through centuries of bitter warfare. Although the insignificant Prime 
Minister of Luxembourg can say that his fatherland (or that of his bank?) 
“is Europe,” no French president, German chancellor, or British prime 
minister would dare to say anything so stupid. But does there really have to 
be a common identity for there to be a legitimate project of regional political 
integration? I hold that to be in no way the case. Provided that the diversity 
of identities (call them “national”) be recognized and that the serious 
reasons underlying the common will for a political construction be set forth 
precisely. This principle is not valid merely for Europeans: it is equai‘y so 
for the peoples of the Caribbean, of Iberian America, of the Arab world, 
and of Africa. One need not believe in “Arabism” or “Négritude” to accept 
an Arab or African project as fully legitimate. Unfortunately, the 
“Europeanists” do not behave with such intelligence. The great majority of 
them think it enough to call themselves “supranational” or “anti- 
sovereigntist,” which is at best meaningless and may even clash with reality. 
Therefore my discussion of the viability of a European political project will 
not be based on the shifting sands of “identity” but on the firm ground of 
the stakes at issue and the institutional forms for their management. 


Is the European Union Viable? 
The question is not whether “a’ ” European si (which project? to do 
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what?) would be posstble—the answer, obviously, is yes—but whether the 
currently established project is viable or could be transformed to make it 
viable. I give no heed to the right-wing “Europeanists,” i.e., those who in 
submission to the demands of generalized monopoly capitalism accept the 
European Union essentially as is and care only to provide a solution to its 
present “conjunctural” (which I maintain are not conjunctural at all) 
difficulties. I care only about the arguments of those who claim that “another 
Europe is possible,” including the advocates of a reformed human-faced 
capitalism as well as those who share a perspective of socialist transformation 
for Europe and the world. 

Central to the debate is the nature of the crisis pervading Europe and the 
world. As far as Europe is concerned, the frontstage crisis of the eurozone 
and the backstage crisis of the European Union are inseparable. 

At least since the Maastricht Treaty and, in my opinion, since much 
earlier, the construction of the European Union and of the eurozone have 
been conceived and designed as components for the construction of so-called 
liberal globalization—that is the construction of a system to assure the 
exclusive domination of generalized monopoly capitalism. In this context the 
necessary starting point is analysis of the contradictions that, to my mind, 
make this project (and therefore the European project included in it) unviable. 

But it will be said, in unconditional defense of “a” European project (the 
project that has the advantage of existing, of already being in place): it can be 
transformed. To be sure it can—in abstract theory. But what conditions might 
allow that? I think it would take a double miracle, and I do not believe in 
miracles: (1) that the transnational European construction recognize the 
reality of national sovereignties, the diversity of interests at stake, and organize 
its institutional functioning on that basis; and (2) that capitalism—insofar as 
it maintains the general framework of its way of governing its economy and 
society—be constrained to work in a way different from that dictated by its 
own logic, now become that of domination by the generalized monopolies. I 
see no indication that the majonty of Europeanists are able to take account of 
these requirements. No more do I see their left minority, who do take account 
of them, as able to mobilize political and social forces capable of inverting the 
conservatism of the established Europeanism. Which is why I conclude that 
the European Union can be nothing else than what it is, and as such is 
unviable; the eurozone crisis shows the impossibility of this. 

The “European” project as defined by the Maastricht treaty and the 
eurozone project were sold to public opinion by a propaganda campaign that 
can only be described as imbecilic and disingenuous. Some—the (relatively) 
privileged peoples of opulent Western Europe—were told that by erasing 
national sovereigniies an end would be put to the hate-filled wars that had 
bloodied the continent (and the success of that claptrap is easily understood). 
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It was served up with a sauce: the friéndship of the great American 
democracy, the common struggle for democracy in that big backward South—- 
a new form of acceptance for the old imperialist postures—etc. The “others— 
the poor devils of the East—were- promised opulence through “catching up” 
with western standards of living. 

- The majorities of both parts of Europe—West and East——swallowed this 
ees: In the-East they believed, it seems, that adhesion to the European 
Union would enable that notorious “catch-up,” a good bargain indeed. But 
the price they paid—perhaps as punishment for having accepted regimes 
practicing the Soviet-style socialism called communism-—was a painful 
structural adjustment lasting several years. Adjustment—that is, “austerity” 
(for workers, not for billionaires)—was imposed. But its payoff was a social 
disaster. And -so Eastern Europe became the periphery of Western Europe. 
A recent serious study told us that 80 percent of Romanians reckon that “in 
the Ceausescu era things were better”!” Could anyone look for a better sign of 
delegitimation for the supposed democracy characterizing the European 
Union? Will the peoples involved learn -their lesson? Will they understand: - 
that the logic of capitalism is not that of catching up but the contrary,” that of 
deepening inequalities? Who knows! 

That Greece is today at the heart of the aiiai is both because Greece is ` 
part of the eurozone and because its people hoped to escape the fate of the 
other (ex-“socialist”) peripheral Balkan countries: The Greek population in 
general thought (or hoped?) that having ‘avoided the misfortune of being 

` governed by “communists” (powerful in thé heroic times of the Second World ` 

- War)—and by the grace of the colonels|—they would not have to pay the 

price imposed on the rest of the Balkans. Europe and the euro would work 

differently for them. European solidarity, and especially that of the eurozone 

partners, however feebly it showed elsewhere (where the crime of 
“communism” was to be punished), would act in their favor. 

The Greeks are stuck with the outcome of their naive illusions. They 
should know now that the system will reduce their status to that of their . 
Balkan neighbors, Bulgaria and Albania. For the logic of the eurozone is no 
different from that of the European Union; on the contrary, it reinforces its 
violence. In a general. fashion: the logic of capitalist accumulation produces an 
accentuation of the inequality among nations” (it is at the source of the 
construction of the core/periphery contrast); and accumulation dominated by . 
the generalized monopolies reinforces still more this immanent tendency of the 
system. Against this, it will be claimed that the European, Union’s institutions 
provide the means to correct intra-European inequalities through appropriate 
financial support directed to the laggard countriés within the Union; and this 
is believed by public opinion in general. In reality, this support (apart from 
agriculture, a question that will not be discussed here) is too insufficient to 
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permit any catching up; but, even graver, it facilitates penetration by the 
generalized monopolies and so strengthens the tendency to unequal 
development through a greater opening of the economies involved. Further, 
this assistance aims to reinforce certain sub-national regions (for example 
Bavaria, Lombardy, and Catalonia) and thereby to weaken the capability of 
national states to resist the monopolies’ dictates. 

The eurozone was designed to aggravate still further that movement. Its 
fundamental nature is defined by the statute of the European Central Bank, 
which is forbidden to lend to national governments (and even to a 
supranational European state were one to exist, which is not the case), but 
lends exclusively to banks—at a ridiculously low rate—which, in turn, draw 
from their investments in national bonds a rental income that has reinforced 
the domination of the generalized monopolies.. What is called the 
financialization of the system is inherent in the strategy of those monopolies. 


. From its inception I had analyzed this system as non-viable, destined to 


collapse as soon as capitalism would be stricken by a serious crisis; which is 

happening before our eyes. I had maintained that the only alternative which 

might support: a gradual and solid European construction required 

maintenance of national currencies linked in a system of defined exchange 

rates conceived as a seriously negotiated structure of exchange rates and 
industrial policies. And this would need to be designed to last until, 7 
eventually and much later, the maturation of its political cultures would allow 

the establishment. of a confederal European State Ga but without 

annihilating, the various national states. 

And so the eurozone has gone into a foreseeable crisis that really threatens 
its existence, as has finally been admitted even in Brussels. For there is no 
sign that the European Union is able to carry out any radical self-criticism 
that would imply adoption of a different system of currency regulation and 
abandonment of the liberalism inherent to the treaties still in force. 

Those responsible for the bankruptcy of the European project are not its 
victims—the fragile countries of the European periphery—but, to the 
contrary, the core European countries (which is to say, the ruling classes of 
those countries), foremost among them Germany; that have been the 
beneficiaries of the system. This makes the insults against the Greek peop:e 
even more odious. A lazy people? Tax cheats? Mme. Lagarde forgets that 
the cheaters in question are the ship owners protected by (IMF-supported) 
globalization’s freedoms. 

My argument is not based on recognizing conflicts among nations, even 
though things seem to be happening that way. It is based on recognition of the 
conflict between the generalized monopolies (themselves based only in the 
countries of the European center) and the workers of the European centers 
and peripheries alike—even though the costs of the austerity imposed on. both 
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have more markedly devastating effects in the peripheral than in the central 
countries. The “German model,” praised by all Europe’s rightist political 
forces as well as by much of the left, has worked successfully ‘in Germany 
thanks to the relative docility of its workers who agree to salary levels 30 
percent lower than those of the French. This docility is largely behind the 
success of German exports and the powerful growth of the rents that the 
German generalized monopolies profit from. Everyone should understand 
how this model enchants the unconditional defenders of capital! 

The worst, thus, is still to come: in one way or another, abruptly or 
gradually, the European project is to be split apart, starting with the eurozone. 
Then it is back to the starting line: the 1930s. We would have a mark zone 
limited to Germany and the countries it dominates on its eastern and southern 
borders, the Dutch and Scandinavians autonomous but willing to conform, a 
Great Britain distanced even more from the vicissitudes of continental politics 
by its Atlanticism, an isolated France (as with De Gaulle? or Vichy>), and a 
Spain and Italy that are unsure and volatile. We would have the worst of both 
worlds: national European societies submissive to the dictates of the 
generalized monopolies and the accompanying globalized “liberalism” on the 
one hand, and on the other their ruling political forces even more reliant, to 
the measure of their powerlessness, on “nationalist” demagogy. That sort of 
political rule would multiply the opportunities of the extreme nght. We would 
have (do we already have?) Pilsudskis, Horthys, Baltic barons, Mussolini 
and Franco revivalists, and Maurassians. The apparently “nationalist” 
speeches of the extreme rightists are lies, because these political forces (or, at 
least, their leaders) not only accept capitalism in general but also the only 
form, it can take, that of generalized monopoly capitalism. An authentic 
“nationalism” today can only be populist in the true sense of that term: 
serving, not deceiving, the people. At this time the word “nationalism” must 
itself be used cautiously, and perhaps it would be better to replace it with 
“internationalism of peoples and workers.” Contrariwise, the rhetoric of those 
rightists reduces their nationalist theme to violent chauvinist excesses to be 
used against immigrants and Gypsies, who are blamed as the source of the 
disasters. Nor does this right fail to include the “poor”—held responsible for _ 
their poverty and accused of abusing the benefits of “welfansm”—in its 
hatred. 

That is what stubborn insistence on defending the European project even 
in the face of the gale leads to: its destruction. 


Is There a Less Distressing Alternative? Are We Headed Toward a New 
Wave of Progressive Social Transformations? 


Yes indeed, because in. principle more than one alternative still exists. But 
the conditions for one or another of the possible alternatives to become a 
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reality need to be spelled out. It is impossible to return to a previous stage of 
capitalist development, to a period before the centralization of capitalist 
control. We can only go forward, that is to say in starting from the actual stage 
of centralization of capitalist control, by understanding that the time has come 
for “expropriation of the expropriators.” No other viable perspective is 
possible. That being said, this proposition does not exclude leading struggles 
which, from stage to stage, go in that direction. On the contrary, it requires 
the identification of a strategic aim for each stage and the implementation of 
effective tactics. To do without this preoccupation with stage-adapted 
strategies and tactics of action is to condemn oneself merely to repeating facile 
and impotent slogans like “Down With Capitalism!” 

In this spint and in regard to Europe an initial effective move—which is 
perhaps already taking shape—starts from a challenge to the so-called austerity 
policies that, moreover, are linked to the rise of the authoritarian and 
antidemocratic policies required by them. The aim of restarting economic 
growth, despite the ambiguity of that term (restarting with which activities? and 
by what means?), is quite naturally linked to it. , 

But it must be recognized that this first move will clash with the euro’s 
established system of currency management by the European Central Bank 
(ECB). For that reason I see no possibility to avoid “leaving the euro” 
through restoration of monetary sovereignty to the European states. Then and 
then only can a space for maneuver be opened, requiring negotiation among 
European partners and, by that very fact, revision of the legal texts structuring 
the European institutions. Then and only then could measures be taken 
adumbrating a socialization of the monopolies. I envisage, for example, a 
separation of banking functions and even definitive nationalization of the 
troubled banks; a lightening of the grip of the monopolies over small and 
medium businesses and farmers; the adoption of strongly progressive tax 
codes; .of expropnating the facilities of runaway companies in favor of their 
workers and local governments; of diversifying the number of commercial, 
industrial, and financial trade partners through opening negotiations, notably 
with the emerging countries of the South; etc. All these measures require the 
assertion of national economic sovereignty and therefore require disobedience 
to the European rules forbidding them. For it is obvious to me that political 
conditions allowing such moves will never simultaneously exist throughout the 
European Union. There will be no such miracle. So we must accept starting 
wherever we can, in one or several countries. I remain convinced that once the 
process has gotten underway it will quickly snowball. 

To these propositions (whose formulation, in part at least, has been 
initiated by President François Hollande) the political forces in service to the 
generalized monopolies are already counterposing propositions that would 
deprive them of any significance: “restart growth by making all and sundry 
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more competitive while respecting the openness and transparency of the 
markets.” This discourse is not only that of Merkel; it is likewise that of her 
social-democratic opponents and of ECB president Draghi. But it must be 
known—and said—that “open and transparent markets” do not exist. The 
markets, opaque by nature, are the domain of commercially conflicting- 
monopolies. We are dealing with a disingenuous rhetoric that must be 
denounced as such. Trying to improve governance of the markets after having 
accepted them in principle—by proposing rules for their “regulation”—leads 
to nothing effective. It is to ask of the generalized monopolies—beneficiaries 
of the system they themselves dominate—that they act against their own 
interests. They know how to nullify the regulatory rules that supposedly would 
be imposed on them. 

The twentieth century was not only marked by wars s ofa violence never 
before known, resulting in large part from the conflict among imperialisms (of ` 
which there were then several). It also was marked by immense revolutionary 
movements among the nations and peoples peripheral to the capitalism of that 
time. These revolutions transformed Russia, Asia, Africa, and Latin America 
at an accelerated pace and thus provided the major dynamic factor in the 
transformation of the world. But at the core of the impenalist system they 
found only a feeble echo at best. The pro-imperialist reactionary forces kept 
their grip on political control over the societies in what has become the triad of 
contemporary collective imperialism, allowing them to pursue their policies of 
“containment” and then of “rolling back” that first wave of victorious struggles 
for the emancipation of the majority of human beings. It was that deficiency in 
internationalism among workers and peoples which is at the source of the 
twentieth century’s double drama: the exhaustion of the forward movement 
begun in the peripheries (the first experiments with a socialist perspective, the 
passage from anti-impenialist liberation to social liberation) on the one hand, 
and, on the other, the European socialist movements going over to the camp 
of capitalism/impenalism with the drift of social democracy into social 
liberalism. 

But the triumph of capitalism—become that of the generalized 
monopolies—will only. prove to have lasted for a’ short tme (1980—2008?). 
Democratic and social struggles taking place throughout the world, like certain 
policies among emerging states, call into question the system of domination by 
the generalized monopolies and adumbrate a second wave of global 
transformation. These struggles and conflicts involve every society on the planet, 
in the North as well as in the South. 

For to maintain its power contemporary capitalism is compelled to attack 
simultaneously the slates, nations, and workers of the South (to superexploit 
their labor power and to pillage their natural resources) and the workers of the 
North, who are forced to compete with those of the South. So the objective 
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conditions for an international convergence of struggles do exist. But from the 
existence of objective conditions to their activation by subjective social agents of 


‘transformation there remains a distance still to be crossed. We have no intention 


to settle this question with a few big, facile, and empty phrases. Deep study of 
the conflicts between emerging states and the imperialism of the triad and of 
their articulation to the democratic and social demands of the workers in the 
countries involved, deep study of the ongoing revolts in the countries of the 
South and of their limits and diverse possible evolutions, deep study of the 
struggles undertaken by the peoples of Europe and America—these constitute 
an inescapable precondition to carrying out fruitful discussion about “the” 
possible futures. 

It remains the case that no movement promising to regenerate 
internationalism is clearly on the horizon. Is the second wave of struggle to 
transform the world then to be a “remake” of the first? In regard to Europe, 
the object of our present reflections, the anti-imperialist dimension remains 
absent from the consciousness both of the actors engaged in struggle, as well 
as from the strategies they develop—if they have strategies at all. I insist on 
concluding my reflections on “Europe seen from outside” with that crucial 
observation. 


Notes 


1. "Transnational Capitalism or Collective Imperialism?,” Pambazuka News, March 23, 2011, 
http://www. pambazuka.org. 

2. The citation is based on an ora! report by a Romanian participant in the Balkan Social Forum in Zagreb, May 
2012. 


That which is willed happens but rarely; in the majority of instances the 
numerous desired ends cross and conflict with one another, or these ends 
themselves are from the outset incapable of realisation, or the means of 
attaining them are insufficient. thus the conflicts of innumerable individual 


. wills and individual actions in the domain of history produce a state of affairs 
„entirely analogous to that prevailing in the realm of unconscious nature. 


Engels, Ludwig Feuerbach & the End of Classical German Philosophy 
(1886) 
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The Crisis 
A View from Occupied America 


William K. Tabb 


The theme of the 2012 Left Forum, “Occupy the System-——Confronting 
Global Capitalism,” calls for a historical imagination informed by a realistic 
sense of where we are. To occupy the system is first to be aware of the system 
as a system—a system of unequal privilege and control. It requires that we 
occupy the narrative of public debate, which is something the Occupy 
movement, to a remarkable degree, has been able to achieve. Even President 
Obama, who so far has followed the economic policies of his Wall Street- 
friendly advisers, has used campaign rhetoric taken from Occupy Wall Street. 
But this tme around voters are hardly convinced that the “Change” Obama 
promised last election will happen through the existing system. 

The breath of fresh air from Occupy and related activism challenges 
corporate power and capitalism. It rebukes the dominant political parties, 
which are dependent on the 1% for their funding and in turn represent them 
in Congress. As Gordon Lafer has said, “If the Republicans are cheerleaders 
for the | percent, most Democrats are quiet collaborators.”! Both parties have 
accepted that the major problem facing the country is the deficit—which of 
course it is not. [he project of class-coded austerity (complete with bad cop 
Republicans and good cop Democrats) is deemed unavoidable, both to pay 
for the mess and to continue enhancing the wealth and power of thr 1%. 
Neither party wants to discuss what has happened to working people over the 
last three decades, a scenario which is likely to continue as incomes stagnate 
or fall for the vast majority of the 99% and wealth and power further 
concentrate at the top. This not just true for the 1%, but also for the one-tenth 
of 1% and even the one-one thousandth of the 1%—that is, those billionaires 
who decide who.the viable candidates are and what economic policies 
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Congress and the media should take seriously. 

While this recognition is hardly new to Monthly Review readers, there is a 
sense among Americans, in numbers not seen for some time, that capitalism is 
losing (and, for many, has already lost) its legitimacy. There is also an 
understanding that the dominance by a small, corrupt, and exploitative elite is 
under challenge, as the upsurges from Cairo to Moscow witness. Around the 
world massive numbers are looking to a post-capitalist social structure based 
on participatory democracy and social control over the economy, arid a 
displacement of the 1%—the elites and the ruling classes. 

Whatever the Dow Jones stock average reads, the crisis for working people 
will continue for many years at an intense level of suffering and insecurity. 
Profitability and growth can pick up in the precincts of monopoly capital, 
while still leaving working people with less and less of the surplus they create. 
This is both a general aspect of capitalism and a specific trait of this period of 
rapid financialization that has become globalized alongside the concentration 
and centralization of transnationalized corporations. There is a growing 
awareness that the policies the 1% are imposing as their solution to the crisis 
will actually make things worse—even if the so-called recovery continues in 
the United States and can miraculously appear in Europe. The preferred 
policies of the ruling class prefigure a recovery that will allow a tightening of 
their control. 

Some of the basic numbers have been presented in these pages by Michael 
Yates. The extreme class redistribution of the surplus cannot be 
overestimated. Between 2009 and 2011, 88 percent of national income 
growth went to corporate profits, while just | percent went to wages. In terms 
of personal income, in 2010 (the last year for which we have data) 93 percent 
of all income gains went to the top | percent of Americans. In terms of 
economic inequality, the CIA’s World Factbook puts the United States 
behind Cameroon and the Ivory Coast, but just ahead of Uganda. 

Largely because of Occupy the press has done a better job of reporting the 
release of disturbing government statistics. In December 2011 the Associated 
Press reported: 


Squeezed by rising living costs, a record number of Americans—nearly | 
in 2—have fallen into poverty or are scraping by on earnings that classify 
them as low income. The latest census data depict a middle class that’s 
shrinking as unemployment stays high and the government’s safety net 
frays. The new numbers follow years of stagnating wages for the middle 
class that have hurt millions of workers and families.” 


It turns out that over 97 million Americans fall into a low-income category 
(defined as earning between 100 and 199 percent of the poverty level). Total 
employment did not grow at all between 2001 and today, and proportionately 
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fewer people are employed in every age group of workers from sixteen to fifty- 
four. Ironically, it is only retirement-age workers who are actually working 
more; this is because their retirement has been taken away by changes in 
corporate pension practices and they cannot afford to stop working. The 
decline in available work is particularly bad for young people sixteen to 
twenty-nine. A majority of new college grads are either unemployed or 
working jobs that do not require a college degree. With an average college 
debt of over $25,000 many face a life of debt peonage akin to indentured 
servitude. Unprecedented numbers’ of college graduates have been forced to 
move back home. 

Things are particularly desperate for young people of color and those 
without high school degrees. For African-American men, one in three spends 
some time in prison; for those who do not get high school degrees, it is two in 
three. Between 1969 and 2009 the median earnings of men who completed 
high school, but did not go to college, fell 47 percent. Women’s incomes have 
improved to the point that they are on average all of 80 percent of men’s; but 
this is not primarily the result of increasing wages for women, but rather 
because so many men are doing so poorly. 

The trends for working people have been bad for decades. This is 
` something that must be stressed. We are not in a temporary crisis but a long 

standing systematic attack on the lives of working people. From 1973 to 2006 
(the year before the current deep crisis began), real wages grew by less than | 
percent, even while productivity increased by more than 80 percent. That is, 
_the gains from the work we do went almost exclusively to capital. In the wake 
of the ensuing crisis, it is the height of chutzpah (to use the technical term) for 
business lobbyists to call for all manner of additional tax cuts for the 1% and 
changes in regulation—changes that will do nothing to create jobs, but instead 
will grow inequality to still greater heights, while damaging the environment 
and making work less safe, less healthy, and-more onerous for workers. What 
` should be clear is that the policies now being pushed on us are the same ones 
that led to the collapse of the economy, and in fact will’ lead to greater 
inequality, just as they have done in the past. Inequality itself, as economists 
are now establishing, makes downturns more frequent and deeper. Even 
economists from the International Monetary Fund, of all places, suggest that 
inequality and unsustainable growth are two sides of the same coin.” 

This pattern has been going on for three decades under both Republican 
and Democratic presidents. During the Clinton administration in the 1990s, 
the top one percent garnered 45 percent of the increase in disposable income 
in this country. In the 2000s under George W. Bush, the 1% received 73 
percent of the same increase. __ 

The -1% now has more private net wealth than the bottom 90 percent, and 
the fastest growing group within the 1% are the Wall Street financial types 
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who brought the economy low. You can find the top one-tenth of 1% and the 
top one-hundredth of 1% on Wall Street, running the large transnationals, 
where they offshore jobs and cash in options from appreciating stock that 
results when they lay off workers and then speed-up the remaining employees, 
whose benefits they have taken away. 

The budget crisis is not because Obama is “the food stamp president.” It 
is because the rich do not pay taxes anywhere near the levels they did in the 
postwar period when progressive movements were strong. The number of 
Americans receiving food aid from the Supplemental Nutritional Assistance 
Program (SNAP, which replaced Food Stamps in 2008) hit an all-time high 
this past summer: 44.6 million people, which is almost 15 percent of the 
country. But they are enrolled in this program. because in this hideous 
economy so many desperately need such help to feed themselves and their 
families. 

Since Mitt Romney was forced to release some of his tax returns, 
Americans have become better acquainted with the use of Swiss banks and 
tax black holes in the Caribbean. In 2008, eighty-three of the one hundred 
largest U.S. companies maintained subsidiaries abroad making tax evasion 
not a very difficult task. Citigroup alone had over 400 tax haven 
subsidiaries—ninety-one in Luxembourg and another ninety in the Cayman 
Islands. Moreover tax lawyers and avoidance accountants see to it that the 1% 
pay a radically decreasing proportion of taxes collected. According to the 
U.S. Treasury Department, the average effective corporate tax rate paid was 
13.4 percent in 2007, which was substantially lower than in other rich 
countries. 

An early 2012 story in the Wall Street Journal said “U.S. companies are 
booking higher profits than ever. But the number crunchers in Washington 
are puzzling over a phenomenon that has just come into view.” And what is 
this puzzling phenomenon? It ts that “Corporate tax receipts as a share of 
profits are at their lowest level in at least 40 years.”4 That is the Wall Street 
Journal, not the Occupied Wall Street Journal. The source for the story, and 
the radicals who presented the “puzzling” data, was the non-partisan 
Congressional Budget Office. 

The federal government spends 24 percent of GDP but collects only 15 
percent of GDP in tax revenues. There are two ways to close the gap. The 
first—the one which the Democrats, Republicans, and Wall Street all agree 
on—is to cut back. But the alternative is to demand seriously raising the taxes 
on transnational corporations, international finance, and the 1%. Capital 
understands this and prefers to use the crisis to force down government 
spending and destroy public unions, which now represent more workers than 
private sector unions, thereby using the crisis to their long-term advantage by 
reducing the organized power of labor. l 
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A good deal of energy and new information-is percolating in communities 
across America as a result of the heightened activism. While the general thrust 
is not yet anti-capitalist, the politics carry a powerful moral critique of the 
system. It is clear to many, as Michael Zweig of U.S. Labor Against the 
War has wnitten, that “Budgets are not just arithmetic documents. Budgets 
are also moral documents.”® Budgets reflect the choices we make as a society. 
There is nothing necessary about who pays how much in taxes and who gets 
what benefits from spending. The nght’s insistence that the military is 
sacrosanct and wars of choice, that murder untold victims, are necessary to 
fight something called “terrorism”’—while we do all too little for jobless, 
homeless veterans, and other working-class people—is itself a choice. This 
moral arithmetic matters, and so do the numbers. Zweig says that the amount 
taxpayers spent on the wars in Iraq and Afghanistan in 2011 was enough to 
have prevented all the deficits in all fifty states (and of course the loss of 
countless lives and ‘untold suffering in those now-devastated countries). 
Budgets, and how they are paid for, are political and moral choices that reflect 
class power. 

As a senior Bank of England economist has suggested, the system is now 
in a “doom loop.”® Debt creation brings huge compensation for bankers, 
while financial bubbles and collapses are resolved by taking tax dollars to save 
the 1% from paying for the consequences of their actions. The financialization 
centered in New York and London has now spread globally,” and economic 
crises are now globally synchronized.® 

We have been through all of this before in the Great Depression. -From 
1923 to 1929, 70 percent of the income increase went to the richest 1% and 
only 15 percent to the bottom 90 percent.® Inequality was at the core of the 
Great Depression, just as it is in the current crisis. Unions were weak, farmers 
were leaving the countryside, and new immigrants flowed into the cities, which 
cheapened labor costs. Income inequality grew, financial speculation reached 
new heights, and low wages created insufficient demand for goods and 
services, all of which led to the crash. 

A key difference between now and then is that in the 1930s everyone 
suffered— including the 1%, whose fortunes were diminished and whose class 
confidence was shaken. As a result, the more far-sighted members of the ruling 
class embraced Keynesianism to revive the economy and, after fierce resistance, 
accepted the unions (which at the time were backed by a militant mass 
movement). In comparison, today the 1% have done quite well in the crisis. 
Wall Street was bailed out and corporate profits, bonuses, and stock options 
have increased. There is a sense that not only can they make workers pay the 
cost of the crisis caused by the 1%, but that the 1% will actually come out 
stronger for it. The resistance they are meeting globally suggests this may not be 
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the case. ' : 

Everywhere the question is the same: Who pays for the crisis, capital or 
labor? Governments of the 1% have one answer. Thé people have another. 

The center political parties, both left-center and nght-center, have lost the 
confidence of people everywhere. The traditiona! economic tools of 
Keynesianism, while better than the false promises of pro-business budget and 
tax cuts, are inadequate to make the needed changes. Stimulus is better than 
no stimulus, but in a world in which most of the gain goes to the 1%, this does 
not solve the structural crisis either. The 1% continue to claim the lion’s share 
of whatever short-term growth is created. Keynesians have underestimated the 
extent to which tax cuts now end up in the hands of the 1% and feed 
speculative excess. What matters is who receives the surplus a society 
produces and how it is used. l 

Only a powerful left movement of the kind built in the 1930s, and that 
appears to be rising again—and not just in the Middle East, the United 
States, and Europe—can change this.’® The active resistance that is breaking 
out in countries around the world—resistance to the elite rule over our lives by 
the 1%—suggests that we may be in the process of creating a movement to 
build another world. 

The U.S. Chamber of Commerce, one of the most class-conscious 
organizations in America, opposed the New Orleans living wage ordinance 
by filing an amicus brief with the Supreme Court of Louisiana. The Chamber 
declared that “Living wage proposals are economically unfair because they 
change the basis on which our economy operates.” And they are right. 

In a similar tone of alarm Frank Luntz, perhaps the most important 
Republican strategist alive, two months after Occupy Wall Street took up 
residence in Zuccotti Park told the Republican Governors Association, “I’m 
so scared of this anti-Wall Street effort. I’m scared to death. They’re having 
an impact on what the American people think of capitalism.” And he was 
right too. These folks are nght to be scared. 

The opinion research firm GlobeScan began tracking nepie s views in 
2002; that year, four in five Americans (80 percent) saw the free market as 
the best economic system for the future. (This was the highest level of support 
among all of the countries surveyed.) But support started to fall. away in the 
years following and has plummeted since 2009—falling 15 points in a year. 
Now, fewer than three in five (59 percent) see free-market capitalism as the 
best system for the future. “This 1 is not good news for American business,” 
GlobeScan’s head suggests.'? Surely this is an understatement. 

The thought behind the next stage of “occupy the system” is that militants 
need to call attention to how each of the areas of struggle—from health care, 
quality education for all, and environmental sustainability to ending the 
systematic imprisonment and warehousing of black men, and to full 
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employment and equal opportunity—are connected. We live in a toxic system 
that must be confronted in its global dimensions. Our problem is not with 
abuses of an otherwise sound system. Our problem is the system. !? 
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Just as Darwin discovered the law of development or organic nature, so 
Marx discovered the law of development of human history: the simple fact, 
hitherto concealed by an overgrowth of ideology, that mankind must first of all 
eat, drink, have shelter and clothing, before it can pursue politics, science, art, 
religion, etc.; that therefore the production of the immediate material means, 
and consequently the degree of economic development attained by a given 
people or during a given epoch, form the foundation upon which the state 
institutions, the legal conceptions, art, and even the ideas on religion, of the 
people concerned have been evolved, and in the light of which they miust, 
therefore, be explained, instead of vice versa, as had hitherto been the case. 


Engels, Speech at the Graveside of Karl Marx (1883) 
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Unemployed: soon invisible, 
after a while, unemployable, 
unwanted, with your future 
eroding along with confidence, 
sense of self, the family 
cracking along old fault lines. 
And what do you do? Age. 

Out of work: out of security, 
out of value, out of the routine 
that organizes the days, out 
of health insurance, out of 
the house when the mortgage 
can’t be paid, out on the street, 
out of society, out of luck. 

id Your job was shipped 
overseas. Your job and two 
others are being done now 
by one frantic worker. 

A robot replaced you. 
Your company was bought 
and demolished. 

Somebody elected you 
superfluous, a discard. 
Somebody made money; 
somebody bought a yacht 
with your old salary. Some- 
body has written you off, 
somebody is killing you. 

At night when you can no 
longer sleep, don’t blame your- 
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self. What could you have 
done? Nothing. Choices were 
made to fatten ‘dividends, 
bloat bonuses, pay for a new 
trophy wife and private plane. 
You did nothing wrong 
except your birth. Wrong 
parents. Wrong place. Wrong 
race. Wrong sex. If only 
you'd had the sense to be 
born to the one percent 
life would be truffles today. 





MONTHLY REVIEW Fifty Years Ago 






[C. Wright] Mills was 45 years old when he died of a second heart 
attack last March [1962], at his home in West Nyack, near New York. 
He had by then long established himself as the. most interesting and 
controversial sociologist in the United States.... 

Long before it happened, he had come to believe that the United 
States would attempt to destroy the [Cuban] Revolution by force. It [the 
Bay of Pigs invasion] filled him with bitter, helpless shame. In fact, it 
broke his heart. It was in December 1960 that he suffered his first heart 
attack. It was altogether fitting that, when Mills died fifteen months later, 
Fidel Castro should have sent a wreath to the funeral. For Mills was a 
casualty of the Cuban Revolution, and of the revolution of our times. 

—Rarru Miuran, “C. Wright Mills,” Monthly Review, 
September 1962 
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Paramilitaries in Haiti 
Jeb Sprague 


His right eye blinked furiously, swollen and red; he continued to rub it. In 
Kreyòl, he demanded to know how I had found him: “Kote w ou jwenn 
nimewo telefon mwen?” (Where did you get my phone number?); “Pou kiyès 
wap travay?” (Who are you working for?), he said as he stared at me with 
suspicion. Louis-Jodel Chamblain, the man sitting across from me, had been a 
commander of the paramilitary force (paramilitaries are irregular armed 
organizations backed by sectors of the upper class) known as the 
Revolutionary Front for the Liberation of Haiti—also known as the Front for 
the National Liberation and Reconstruction of Haiti, or FLRN. He 
explained to me that he had taken up his position during an “uprising” in 
early 2004 against Haiti’s government. He was also a cofounder in the mid— 
1990s of the Front for the Advancement and Progress of Haiti (FRAPH) 
death squads. According to Human Rights Watch, the FRAPH took part in 
the killing of at least 4,000 people as well as in thousands of rapes and other 
acts of torture. Before cofounding the FRAPH, Chamblain had served with 
the Tonton Macoutes, the infamous paramilitary arm of the Duvalier 
dictatorship, which according to human rights organizations was responsible 
for killing tens of thousands of people and victimizing many more. In early 
2011, Chamblain would head up secunty for Jean-Claude Duvalier when the 
former dictator made a surprise return to Haiti. 

Having interviewed and met some of the victims and victims’ family 
members that Chamblain and his fellow paramilitaries had brutalized, I knew 
what he was capable of doing. I was afraid of him, but I thought speaking 
with him could potentially reveal important information. Might he let 
something slip? Who had supported the paramilitaries in Haiti? What would 
he reveal about the involvement of my government, that of the United States, 
or of local wealthy business leaders? We sat on a veranda at the luxurious 


Hotel Ibo Lele, on a steep Pétion-Ville hillside overlooking Port-au-Prince. It 
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was apparent that the hotel staff knew Chamblain well; they brought us 
lemonade as we talked. Sweat poured from my forehead as | tape-recorded an 
interview that lasted for two long hours. Ít was clear that Chamblain had been 
staying at the hotel for some time, even befriending UN officials staying at the 
sunny resort. cr, 

When the interview was done, I and a Haitian friend who had 
accompanied me for the interview sought to exit quickly. We picked up our 
things. But Chamblain, refusing to take no for an answer, drove us down the 
hill into the city; he wanted to know where we were staying. Soon, making up 
some excuse to get out of the car, we waved to two moto-taxis. Zooming down 
a lively boulevard filled with colorfully decorated bus and pickup truck 
transports known as tap-taps, weaving around jammed traffic, we looked back 
over our shoulders making sure that Chamblain was not following us in his 
white jeep. Ironically, I was staying for a few nights at the Izméry house 
(better known as the Matthew 25 house) in the neighborhood of Delmas 33. 
With an adjacent park where the local children play, it was the former home 
of the progressive Haitian businessman Antoine Izméry, who had been 
assassinated by paramilitaries years prior. Chamblain had formerly been 
convicted of organizing the killing. Adding greatly to our fears, just two days 
prior, a human nghts leader and dear friend, Lovinsky Pierre Antoine, had 
disappeared. Because Lovinsky was one of the major figures of Haiti’s 
grassroots human rights movement and one of the longtime opponents of the 
ex-military and paramilitary criminals such as Chamblain, some believed that 
a rightist hit squad was responsible. 

This article, which is an altered version of the introduction in my book 
Paramilitarism and the Assault on Democracy in Haiti, seeks to introduce the 
reader to the true history and sociological context through which 
paramilitaries, led by people such as Chamblain, struck a major blow against 
democracy and the Haitian people at the beginning of the twenty-first century. 


A Brief Overview of Paramilitarism in Haiti 


The poor living on the island dubbed Hispafiola (where today sit Haiti 
and the Dominican Republic) have long been the targets of political violence. 
With the Spanish conquest of the Caribbean, begun by Columbus in 1492, 
the indigenous inhabitants—the Arawak—were subjected to genocide, 
slavery, and infectious disease. The Arawak included different groups, such 
as Tainos who populated much of the Greater Antilles and the. Bahamas.” At 
least one million Tainos are believed to have been living on the island where 
Columbus arrived.” Anthropologist and medical doctor Paul Farmer explains 
that the entire Arawak population in the area diminished in number from as 
many as 8 million when Columbus arrived to an estimated 50,000 by 1510 
and could be counted in the hundreds by 1540. By the late 1600s, the 
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indigenous inhabitants of Hispafiola were completely gone.* 


With the conquistadors came sugarcane, brought originally to the island by 
Christopher Columbus on his second voyage. The production of sugarcane 
was taken to new heights in Saint Domingue on the western side of the island, 
which was handed over in a treaty to France in 1697. To harvest the 
sugarcane, African slaves were brought to the colony, imprisoned in the cargo 
holds of sea vessels. 

Less than a century later, by 1789, the colony was supplying three- 
quarters of the world’s sugar. It generated more wealth for France than all of 
the thirteen North American colonies produced for Great Britain.® At this 
time, two-thirds of Saint Domingue’s half-million slaves had been born in 
Africa; the majority could remember a time when they were not slaves at all, 
or at least not slaves to whites.° Brutal conditions caused the deaths of one out 
of every three slaves every three years.” 

Over the following years, a historic slave revolution took place, after which 
a post-colonial social order congealed. But toward the end of the nineteenth 
century, ramped up foreign military intervention occurred. With the formation 
of Hait’s modern army under the U.S. occupation of the country between 
1915—1934, the United States made sure to leave only after ensuring the new 
military force could be relied on to continue the occupation by proxy. In the 
early 1960s, U.S. Marines trained the Tonton Macoutes, the dreaded 
paramilitary force of then dictator Francois “Papa Doc” Duvalier. The 
institutionalization of this paramilitary force took place at a time in which the 
Cold War (and events in the Caribbean) were increasingly present in the 
minds of U.S. policy makers and dominant social groups active in the region. 
As Duvalier’s son, Jean-Claude, took over in 1971, former U.S. Marine 
instructors trained and equipped an elite military force (the Leopards). They 
worked through a Miami company under CIA contract and with U.S. State 
Department oversight. The brutal role of paramilitaries in Haiti throughout 
the late 1950s and continuing on throughout the ‘60s, ‘70s, and ‘80s (as well 
as their historical antecedents) is documented in depth in Chapter | of my 
book. 

The phenomenon of paramilitarism in crushing the Haitian people’s 
experiment in popular democracy begins in the last quarter of the twentieth 
century, when democratic struggles for social justice and inclusion were taking 
place around the world. Although fierce opposition crushed most of these, the 
Haitian struggle was one that endured, albeit al a tremendous cost. Many leftist 
or left-leaning movements and their political parties in the Caribbean and 
Central America had been attacked, divided, neutralized, or subdued: the 
Sandinistas in Nicaragua, the People’s National Party (PNP) in Jamaica, the 
People’s Revolutionary Government (PRG) in Grenada, and the Farabundo 
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Martí National Liberation Front (FMLN) in El Salvador. But following 
decades of kleptocratic dictators and struggles against them by movements from 
below in Haiti, in early 1991, for the first time in the country’s history, 
organizers of a mass-based, pro-democracy political movement (that would 
become knowrr as Lavalas, or “the flood”) were propelled to state power 
through elections, with a young priest, Jean-Bertrand Aristide, becoming the 
country’s first democratically elected president. 

In the post-Cold War era, after the fall of the Soviet Union and its 
support for liberation struggles, and as the world underwent capitalist 
globalization and neoliberal regimes came to power across the hemisphere, in 
Haiti some of the poorest people bucked the trend and struggled for an 
alternative path. Their attempts at democracy provoked two bloody coups: the 
first in 199] and then another in 2004. Both coups were backed by an array 
of elites and armed groups. 

Haiti’s popular movement and its leadership were still recovering from the 
impact of the 1991 coup and the three years of brutal military rule that 
followed when, in late 2000, a campaign that would eventually drive Fanmi 
Lavalas (FL) and its leader Jean-Bertrand Aristide from power in 2004, 
began to gather momentum. A vanety of coercive strategies were used by 
various upper-class sectors to neutralize the potential for (often slow, but 
steady) popular democratic reforms in Haiti. These strategies were refined in 
response to on-the-ground developments but can also be seen in light of major 
shifts occurring through the era-of global capitalism. Paramilitary violence has 
been used as a tool for repressing the popular classes (workers, peasants, slum 
dwellers, street vendors, the unemployed, and others who formed the bulk of 
support for Fanmi Lavalas—classes and social groups not among Haiti’s elite 
of large landholders and big business owners), and has, in its most 
contemporary form, been utilized to benefit, at different times, dominant local 
and transnational social groups and classes.’ , 

One may ask why some dominant groups (and officials from governments 
such as those of the United States, France, and Canada) care—as they 
obviously have—about stifling a pro-democracy movement in so small and 
poor a country. The simplest—and bluntest—answer has been provided by 
Noam Chomsky. He likens the elite networks that undergird global capitalism 
to a mafia that does not. allow even the smallest and most inconsequential 
shopkeeper to show open defiance.’ Defiance can inspire others and must be 
crushed one way or another, one such way being paramilitary violence. From 
this point of view, like intelligent mafia dons, many elites will not necessarily 
deploy violence as a first resort. But when paramilitary violence is deployed, 
what are the processes through which this occurs? Furthermore, how do elites 
differ in such tactics and motivations—sometimes creating contradictions that 
pose difficulties for them??? 
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Over time, some have become aware of the atrocites perpetrated by 
paramilitaries and various “security” forces, but it has been extremely difficult for 
information on paramilitary violence to make its way into the mainstream media 
and reach larger audiences. Media coverage of political violence against the poor 
is often slim to nil. The struggle against paramilitary violence has occurred mostly 
through the struggle of Haiti’s pro-democracy movement itself. In addition to 
this, the prying eyes of dedicated grassroots media and documentarians, as well 
as the campaigns of some human rights activists and lawyers, have made it more 
difficult for paramilitaries (and other armed groups) to operate so openly in 
confined urban spaces without word getting out about their crimes. To prevent 
the embarrassing circumstances that these kinds of situations create for dominant 
groups (who have often allied with anti-democratic regimes and at times allowed, 
sponsored, or done nothing to stop paramilitary violence), transnationally 
oriented elites have promoted what has been called “polyarchy.” Sociologist 
William I. Robinson explains that polyarchy is a tactic in which democracy is 
formally promoted by dominant social groups but limited by them to narrow 
institutional boundaries to a system in which a small sliver of society rules." 
When the tactic of polyarchy fails, paramilitarism and other overt forms of 
coercion serve as a backup option for dominant groups. 

My book on this topic first looks at the historical context of nght-wing 
political violence and the institutionalization of paramilitarism in Hain. 
However, the main part of the book, the case study, documents the role of 
paramilitaries and thcir backers in the most recent coup (in 2004) and what 
occurred afterward. I have sought for instance to provide what philosopher 
Peter Hallward found was still: needed regarding the coup, a “detailed 
reconstruction of the early development of the FLRN insurgency.”!? The 
second Aristide administration was subjected to a relentless vilification 
campaign in both the local and global press. It was often depicted as being 
little different from the infamous dictatorships that have plagued Haiti so often 
during its modern history. 

Hallward observes that the best available data show that political violence 
during Anstide’s time in office paled in comparison to the Duvalier 
dictatorship and the unelected regimes installed after Aristide was twice 
overthrown. The Duvalier dictatorships (1957-86) and the brief 
dictatorships that immediately followed these carried out the killings of 
somewhere between 30,000 and 50,000 people in total, and after the coup of 
1991, at least 4,000—likely more according to many sources—died under 
the subsequent three years of dictatorship.'* After the 2004 coup, human 
rights investigators carrying out a study of the greater Port-au-Prince area 
found again that at least 4,000 Lavalas or similarly politically oriented people 
had been killed in political violence under the U.S./UN-backed’ post-coup 
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regime.'4 Even though the study, based on a random sampling published in 
The Lancet, has been criticized by some, a number of other human rights 
studies also reveal a high number of casualties resulting from the 2004 coup 
and the repression that followed.” 

By comparison, during Aristide’s second tenure in office from 2001 to 
2004 somewhere between ten and thirty persons were killed by members or 
supporters of his government (in the context of clashes), and a larger number 
of civilians and government supporters were killed by elite-backed ant- 
government paramilitaries. There are no reasonable grounds for concluding, 
despite the actions of a small number of Anstide’s supporters and police, that 
the policy of his government was to silence dissent through violence. Thanks 
to the machinations of his foreign and domestic enemies, Aristide, upon his 
2001 inauguration, was already saddled with a police force he would struggle 
to control.!® Though individuals from both sides of the conflict are guilty of 
_ violent acts, it is important to understand that the preponderance of these acts 

(and often, the initiating acts) originated from illegal armed organizations 
(working in league with dominant groups) that opposed Haiti’s elected 
populist-left government. The popular classes—and those organizing in their 
interests—have been and continue to be the primary targets of political 
‘ violence. = 
~The campaign against Fanmi Lavalas was a broad and long-term 
destabilization project. The campaign included mass media manipulation and 
an aid embargo on the Haitian state that was backed by many of the powerful 
embassies and larger NGOs active in the country. It involved key U.S. 
allies—officials from Canada and France—often thought of as being more 
autonomous, and distinct from U.S. elites. 

Randall Robinson, writer and founder of the organization TransAfrica, 
recalls how “no one could remember an occasion where the United States and 
its allies had mounted a more comprehensive campaign to cripple a small, 
poor country than they had in the case of democratic Haiti.” But we must 
also note that through globalization many state elites and capitalists from the 
United States (and from around the world) have become more interested in 
promoting conditions for global capital than national capital, becoming more 
and more transnationally oriented in their outlook. Furthermore, numerous 
studies by political economists and sociologists have documented the objective 
integration through which so many dominant groups have prospered in global 
capitalism (integrated to different degrees through transnational circuits of 
production and finance, or through various institutional processes). Local 
dominant groups in Haiti have undergone important transformations through 
capitalist globalization as well—yet also face drastically different historic 
conditions than their counterparts in more economically developed regions. 
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Both evolving and long-lasting differences in elite priorities are revealed when 
examining the paramilitary campaign against Aristide and Haiti’s popular 
movement. Early on, a hard-line sector of Hait’s bourgeoisie, old-school 
Duvalierists, a clique within the Dominican Republic’s foreign ministry and 
army, and a handful of disloyal power hungry individuals within Haiti’s 
government provided the most direct support to the paramilitaries. 8 Freedom 
of Information Act (FOIA) documents, obtained by the author, show that the 
United States maintained channels of communication with the paramilitaries 
and their backers for years, and also suggest that France provided the 
paramilitaries financial support. A wing of the transnationally oriented, locally 
based industrialists in Haiti also covertly backed the paramilitaries, and many 
powerful foreign officials were content to ignore the paramilitaries or, 
crucially, instigate an environment that allowed the paramilitanes to thrive. 
Following the 2004 coup they sought to bring the paramilitaries under 
control. Whereas these transnationally oriented supporters (or enablers) of the 
paramilitaries have often hidden well their role in the atrocities, some from the 
hard-line sectors of the country’s bourgeoisie have been clumsier in covering 
their tracks. 

The weakening of Haiti’s police, in part through the machinations of the 
United States and the UN, as well as through the corrupting influence of the 
narco trade and the local conflict over limited state resources, has allowed the 
phenomenon of paramilitarism. to reemerge. For example, the United States 
pushed for the recycling of a small but influential pro-U.S. group from the 
country’s disbanded brutal military force into Haiti’s new police force during 
the latter half of the 1990s, and then to a much larger degree in 2004-5 the 
United States and the United Nations oversaw the recycling of 400 ex-army 
paramilitaries into a revamped police force. By helping to facilitate the 
continued influential role of such individuals, dominant groups for many years 
have directly and indirectly facilitated the phenomenon of paramilitarism— 
and the avoidance of justice. 

To understand the contemporary development of paramilitarism in Haiti 
and the shifts it has undertaken in recent years, we must look at its recent 
history in four waves. 


* The first wave: the Tonton Macoutes were institutionalized under the 
Duvalier dynasty and its successors throughout the late 1950s, ‘60s, 
‘70s, and ‘80s. With the fall of Jean-Claude Duvalier in 1986, the 
Macoutes were officially disbanded but many were carried over into new 
non-uniformed attachés. Surface-level changes were made to deal with 
shifting political dynamics occurring both within and outside the country. 
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* The second ‘wave: the attachés, as they were dubbed under the regimes 
of Henry Namphy and Prosper Avril following the fall of Jean-Claude 
Duvalier, were basically the continuation of the Tonton Macoutes. They 
continued to work closely with the country’s military but without the 
uniform and regalia the Duvalier dynasty had bestowed upon them. 
Following the mass mobilization against a January 199! coup attempt 
launched by Duvalierist attaché paramilitaries and then the inauguration 
of Haiti’s first elected government on February 7, 1991, the attachés 
went briefly into the shadows as the military (at least publicly) distanced 
itself from them. The new administration also began the disbandment of 
the country’s rural enforcers (the section chiefs). 


* The third wave: following the coup d’état of September 1991, a 
military regime seized power, and over time it increasingly relied on 
paramilitaries, many formerly of the Tonton Macoutes and attachés, to 


‘crush resistance. The main death squad, which would come to be known 


as the FRAPH, coordinated with the CIA station chief in Port-au- 
Prince while working closely with Haitis military and some of the 
country’s wealthiest families. It was used across the country to carry out 
brutal killings and attacks, targeting activists from the popular movement. 
The illegality of the coup, the extreme violence and corruption of its 
enforcers, and the pro-democracy organizing of many Haitians (and 
solidarity supporters) resulted in the de facto regime being widely and 
accurately recognized as a pariah-narco state—that ultimately in late 
1994 the United States and United Nations intervened to remove. Once 
democracy (with clipped wings) was restored in 1994 the paramilitaries 
went underground once again, with much of its top leadership going into 
exile or hiding. Haiti’s democracy instituted a truth-and-justice process, 
which, though facing many difficulties, began for the first time ta hold 
paramilitary and military forces accountable for their crimes. The 
returned democracy was also able to disband the country’s brutal military 
and rural section chiefs. Yet the United States was successful in pushing 
into Haiti’s new police force dozens of ex-FAd’H (the Armed Forces of 
Haiti) who remained in close contact with the U.S. embassy. Haiti’s 
reconstituted government also made the mistake of allowing in around 
one hundred ex-FAd’H that it believed had left their old ways (which 
turned out, among some, not to be the case)—although the government 
likely had no choice but to give some concessions to the United States 
and seek its own protection. 


* The fourth wave: FLRN paramilitaries emerged in late 2000, led by 


renegade police officials who were from among the same ex-FAd’H, 
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pushed into the country’s new secunty force by the United States in the 
late 1990s. Over the years these paramilitaries had become involved in 
narcotrafficking, and by the turn of the century they had begun plotting 
with their natural allies among the neo-Duvalierists, some, sweatshop 
owners, and some of the ex-FAd’H who remained in the government, 
feigning loyalty. Over time, these relations appear to have deepened and 
they worked with sectors of the country’s bourgeoisie and even some 
leading transnationally oriented capitalists in Haiti and the Haitian 
diaspora. This fourth wave often presented itself as the “new army,” but 
once Aristide had been driven from power in 2004 and the pro-Anstide 
slum communities of Port-au-Prince were thoroughly repressed, the 
FLRN leaders (increasingly divided among themselves) were sidelined 
while at least 400 of their men were integrated (in a process overseen by 
the United States, the United Nations, and the Organization of 
American States) into a post-coup police force. 


Following the 2004 coup an unelected and brutal interim government held 
office for over two years, buttressed by a UN force, after which the popularly 
elected administration of René Préval (a former prime minister under 
Aristide’s first administration) took office. Though this brought a partial 
reprieve from the extreme violence of the internim government, Préval also 
governed widely in accord with the policies of the transnational elite and with 
a heavy UN presence in the country. Meanwhile, Fanmi Lavalas has been 
denied participation in elections since the 2004 coup. 

Since the earthquake of 2010, taking advantage of the upheaval and social 
disarray it caused, calls have heightened among the ex-military and right-wing 
politicians within the country to reconstruct Haiti’s brutal army. In March of 
2011, Michel Martelly, a popular musician connected to Haiti’s bourgeoisie 
and longtime opponent of Lavalas, was elected as president in a controversial 
vote. In the presidential election, in which voters were allowed to choose 
between two right-wing candidates, an extremely low turnout occurred, with 
Martelly receiving the votes of only 16.7 percent of registered voters. Rather 
than focus on infrastructure for the country’s poor, tragically harmed in the 
earthquake, or turning attention to the country’s rural heartland (which is in 
drastic need of attention), one of Martelly’s main goals has been to rebuild 
Haiti’s army. With the FAd’H having been disbanded for over fifteen years 
{and a good deal of the ex-FAd’H’s contemporary role in paramilitary 
violence never properly exposed), it is an important historical juncture in 


- Haiti. à 


The same month that Martelly was elected, just a forty-minute drive from 
the center of Port-au-Prince, I and two others visited a hilltop camp where 


ANALYTICAL MONTHLY REVIEW/ SEPTEMBER 2012 31 


JEB SPRAGUE 


around a hundred young self-proclaimed neo-Duvalierists and old-timers from 
the FAd’H are active. I was told that in the late 2000s a network of training 
camps had been developed around the country by some of the ex-FAd’H that’ 
had also been in the FLRN.'® Under the Duvalierist banner they train and 
vet new recruits for private security companies while promoting calls for the 
return of Haiti’s disbanded military. 

Today in Haiti, neo-Duvalienst, ex-army, and paramilitary networks 
remain active, although often behind closed doors.?° Backed by a collection of 
wealthy elites and hundreds of allies in Haiti’s police and government, and 
buttressed by the shocking return of Jean-Claude Duvalier in early 2011 and 
the poorly attended election of Michel Martelly that same year, right-wing 
forces within the country are emboldened, achieving their strongest position in 
decades.”? Martelly’s government has declared that it will remake the army, 
renaming it the Composante Militaire de la Force Publique, by the end of his 
term.” Whereas a top French official suggested his government would finance 
the new force, the United States appears to have ended its long-term arms 
embargo on the country’s government. It emerged in July 2012 that Martelly’s - 
brother-in-law had carried out a shady arms deal purchasing 12,000 
automatic handguns. The Martelly government’s key constituency are top 
business leaders (as well as local sectors of the bourgeoisie) and transnational 
policy elites whose central goal is to stabilize the country for global capital, 
with a long-term strategy for development resting on the investment of 
transnational corporations through cheap mining concessions and textile 
industries by which they can leverage Haiti’s low-wage reserve pool of 
workers. 

Opposition to these plans is growing, however, and a campaign to halt the 
re-creation of the army and hold Jean-Claude Duvalier accountable for his 
crimes is bringing together a cross section of Haiti’s civil society organizations 
and grassroots popular movement. Groups such as the Boston-based Institute 
for Democracy and Justice in Haiti and Haiti’s Bureau des Av ocats 
Internationaux have spearheaded some such efforts. Others, such as the 
Center for Constitutional Rights; Just Foreign Policy, and SOA Watch have 
led human rights campaigns to hold U.S. officials accountable for their 
policies overseas. 

Following the rollback of Haiti’s sovereignty with the coup d’état of 2004, 
and with the devastation and heightened foreign political intervention wrought 
after the 2010 earthquake, it appears unlikely that paramilitary criminals and 
their backers will face justice any time soon. Even so, as Haitian political 
activist Patrick Elie explains, “Today as Martelly talks about forming a new 
army this story must be told.”** The more people understand why criminals 
like Louis Jodel Chamblain live in comfort, poised to victimize more people if 
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Haiti’s destitute majority dare to raise their heads, the sooner the day will 
arrive when justice and democracy prevail. 
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“Summary Report of Haiti Human Rights Delegation—March 29 to Apni 5, 2004” (2004), 
http:{iniginternational.org; and “Summary Report of Phase il of National Lawyers Guild Delegation to Haiti April 
12-19, 2004” (2004), http:/inlginternational.org; New York University School of Law, “Haiti Human Rights 
Report,” 2004; Amnesty Intemational, “Haiti: Perpatrators of Past Abusas Threaten Human Rights and the 
Reestablishment of the Rule of Law,” 2004. | have also spoken with and interviewed a number of Haitian and 
foreign human rights organizers and activists who witnessed paramilitary violence during this period. 


. In secret cables to Washington U.S. officials recognized the second Aristide government's lack of control over 


its security forces. Here it is important to note that partially responsible for this was the U.S. policy in 1994 
and 1995 of integrating former FAd’H and de facto regime security forcas (the same apparatus that had carried 
out the 1991 coup) into the newly founded Haitian National Police, nat to mention other U.S.-backed policies 
such as the financial starvation of Haiti's government under Aristide’s second administration. See chapter 6 of 
Paranilitarism and the Assault on Democracy in Haiti. 

Randall Robinson, An Unbroken Agony (New York: Basic Civitas Books, 2008), 146. 

Paramilitarism and tha Assault on Democracy in Haiti provides the most extensiva investigation thus far into 
the contemporary role of state elites from the Dominican Republic in backing Haitian paramilitaries. Very little ` 
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has been documented or published about the role of dominant social formations and state elites from the 
Dominican Republic in influencing Haiti's social conffict, including, for example, tha 1991-94 period, in which 
they played a significant rola.. Their activities in regard to ‘Haiti have often occurred in tandem with other 
dominant groups, but on some occasions, sectors of the Dominican military and government have operated 
relatively separately, though fikely with tacit approval {or some kind of communication) from a sector of the ` 
U.S. govarnment, such as the CIA, DEA, or the Pentagon's DIA. Numerous interviews | have conducted point to 
the role of a sector within the Dominican foreign ministry and the country’s army in backing the resurrection of 
paramilitarism in Haiti. Figures such as Edwin Seide {a police chief in Léogane) and Dominican pobtico Delis 
Herasme aven point out the role of top formar Dominican general Manual Emsato Polanco in backing the 
“paramilitary insurgency. Key figures in the insurgency have also made afegations to the author about CIA 
involvement, and one FOLA document | have obtained shows how a U.S. intelligence agent secretly met with an 
anti-government plotter and shady police figuras in the city of Gonaives just prior to the infamous 2002 
jailbreak in which imprisoned paramilitaries were broken loose. Judie C. Roy, one of the Haitian efites | 
interviewed about supporting the paramilitaries, claimed that a foreign officer attended one of her meetings 
with the paramilitaries, but that “on her life” she would naver reveal who ha was. All of this information and 
more is-decumented in detail in the book. . 
19. For mare on this see Jeb Sprague, “Ex-FAd‘H Camp Near Port-au-Prince,” March 27, 2011, 
http:/jebspragua.blogspot.com. 
20. Allegedly working closely with the Martelly government, a naw generation of Macoute paramilitaries is today 
active in Port-au-Prince. | have been told by well-cannected individuals trom Haiti's bourgeoisie (who requested 
anonymity due to safety concerns) that a handful of local business laaders who are closa to the government are 
financing a new “militia.” Instead of wearing cammos or old school macoute uniforms, they are said to operate 
more fike a mafia, able to contract out or carry out themselves drive by shootings of activists from Haiti's 
popular movement. 
See two pieces | wrote on Martelly's background and his controversial election (ar, selection) as president and 
presidential candidate, contrasted by the continuing struggle of Haiti's grassroots pro-democracy movement: 
Jeb Sprague, “Stealth Duvalierism: Haiti, Michel Martelly, and the Presidential Selection of 2010,” ZNet, 
December 20, 2010, http:/zcommunications.org; Jab Sprague, “Haiti's Movement from Below Endures,” Al 
Jazeera, March 27, 2011, http:/lenglish.aljazeara.net. 
22. Haitian Army to Operate Before End of Hartoly Govt,” Prensa Latina, Januaiy 5, 2012, www.plenglish.com. 
23. Patrick Elia, email to the author, 2011. 
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a 


A philosopher produces ideas, a poet poems, a clergyman sermons, a 
professor compendia and so on. A criminal produces, crimes. If we take a 
closer look at the connection between this latter branch of production and 
society as a whole, we shall rid ourselves of many prejudices. The criminal 
produces not only crimes but also criminal law, and with this also the 


‘professor who gives lectures qn’ criminal law and in addition to this the 


inevitable compendium in which this same professor rous his lectures onto 


the general market as “commodities”. 


Marx, Theories of Suoi Val ue (1851) 
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Cuba 
The New Global Medicine 


Don Fitz 


Cuba is remaking medicine in a remarkable diversity of cultures in Latin 
America, the Canbbean, Africa, Asia, and the Pacific Islands. Its efforts go 
far beyond providing medical care to other parts of the world as a Western 
approach might limit itself to doing. The Cuban project develops bilateral 
agreements with host countries to rethink, redesign, and recreate medicine. 

John Kirk arid Michael Erisman provide the most comprehensive 
documentation of the extent of this undertaking.’ Since 1961, over 124,000 
health professionals have worked in over 154 countries. In 2009, 24 percent 
of Cuba’s 70,000 doctors were participants in health care “brigades” on 
‘international “missions.” ` 

Though the majority of Cuban doctors travel to locations in this 
hemisphere or Africa, they have also provided relief to the Ukraine after the 
1986 Chernobyl meltdown, Sri Lanka following the 2004 tsunami, and 
Pakistan after its 2005 earthquake. Cuba is establishing medical agreements 
with Laos, Kinbati, the Solomon Islands, Papua New Guinea, Vanuatu, and 
Tuvalu. By 2008, in addition to 11 million in their own country, Cuban 
doctors were providing medical care for over 70 million people, and “almost 2 
million people throughout the world, many of whom were probably children 
when they received help, owe their very lives to the availability of Cuban 
medical services.”” 

Venezuela has developed closer ties with Cuba than any other country and 
has received the most help’ from it. According to Steve Brouwer's 
Revolutionary Doctors, over 14,000 Cuban doctors had come to Venezuela 
by 2009, and he offers particularly deep insights into the social relationships 
that underlie medicine in both countries.2 To date, Venezuela is the only 
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Missouri on July 12, 2011. ; 
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country that has sought to replicate the Cuban model on a national scale. 
Events in three other countries show the strengths and contradictions of 
za participation in world medicine: 
. After its emergency response to the 2007 earthquake in Peru, Gia 
n faced multiple obstacles as they set up consultorios and a 
policlinico based on the Cuban model. 

2. During relief efforts following the 2010 earthquake in Hait, Haitian 
patients developed very different relationships with Cuban doctors than 
they did with those from the United States. 

3. African and African-American medical students in Havana hope to blend 
Cuban medical approaches into traditional Ghanaian healing practices. 


A Policlinico and Consultorio in Pisco, Peru 


On August 15, 2007, my daughter, Rebecca Fitz and her partner, Ivan 
Angulo Torres, were vacationing in Arequipa, Peru. At 6:40 PM a level 
eight earthquake hit the town of Pisco in Ica province of Peru. Rebecca went 
back to Lima, but Ivan had just completed’ his fourth year at the Latin 
American School of Medicine in Havana (ELAM, Escuela Latinoamericana 
de Medicina) and went to Pisco to help.* 

Soon, reports would show that over 500 Peruvians died, another 1,042 
were injured, and over 100,000 were left homeless.® The first international 
relief to arrive was the Henry Reeve Brigade from Cuba. (Cuba’s first 
response teams for international disasters are named after Reeve, a New 
Yorker who joined the Cuban fight for independence and was killed in battle 
in 1876.°) The Brigade comes complete with medicines, medical equipment 
(including autoclaves for sterilization), and tents for examinations and 
surgery. 

Finding the Cuban doctors well-organized to deal with the disaster, Ivan 
and other ELAM medical students devoted themselves to documenting the 
Brigade’s work. The resulting twelve-and-a-half-minute movie, Nuestra 
Misión (Our Mission), shows remnants of the poorly constructed homes which 
crumbled from the quake and the makeshift thatched homes that replaced 
them. Many initial injuries were followed within a week by pneumonia deaths 
from the cold weather. The emergency tent hospital’ of the Cuban doctors 
housed 1,980 operations, ran 30,734 diagnostic tests, and performed 
151,454 therapeutic treatments. Help only amived from the Peruvian 
government when press cameras were rolling.’ 

As the response to the earthquake subsided, the Cuban doctors 
transformed the emergency tent hospital into the Pisco policlinico, which has 
medical exam rooms, a birthing room, recovery room,- and outpatient 
operating rooms. By-far, the rooms most in demand at the policlinico are for 
adult and child physical therapy. Three years later people were still suffering 
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effects of the earthquake. When I visited the Pisco policlinico in 2010, its 
director, Leopoldo García Mejias, explained that then-President Alan Garcia 
did not want any more Cuban doctors and that they had to keep quiel,.in 
order to stay in Peru. As is typical for Cuban medical directors, Leopoldo has 
multiple international experiences, his first being in Honduras after Hurricane 
Mitch in 1998.8 

Unlike in Cuba, health care at the ee is not free. It collects about 
80,000 soles per year from patients, which it turns over to the Peruvian 
government for improvements.? But the improvements were not always 
forthcoming, which forced discussions with the Alan Garcfa administration. 
By 2010 everyone knew that 200 or so Cuban doctors were‘in Peru, making 
it possible for the policlinico to garner public support. Clearly, sustaining a 

health center is as much a political as a medical happening. 

Backing is also likely to come from Peruvians who visit a neighborhood 
consultorio. Peruvian doctors trained in Cuba have set up three consultorios in 
Pisco, each with assistance from a nurse completing the last year of nursing 
school. Dr. Johnny Carrillo Prada and Dr. Maria Concepción Paredes 
Huacoto helped set up the Consultorio No. 2 in Pisco. They are. Peruvians 
who received medical degrees at Cuba’s ELAM, which offers a rigorous six- 
year course of study. for free to. students who must pledge to provide care for 
impoverished communities.’ 

Johnny and Marfa explained that the Peruvian health care system is not 
socialized medicine. For those who work, Peruvian social security takes money 
out of their paycheck for national health care, which has limitations such as 
covering only two visits per month and only covering the “pnmary” illness for 
those with multiple health problems. A different system offers insurance to the 
poor and provides even less coverage. 

The consultorio must work within the framework of limited potential for 
reimbursement while attempting to see everyone who comes through the door. 
Consultorio No. 2 serves about 180 families which each pay one sol per 
month. 

The backbone of the Cuban system of ee general integral (MGI, 
which translates as “comprehensive general medicine”) is preventive 
community health care, with the consultorio as its building block. The doctor- 
nurse team live at (or near) the consultorio where they work, so they are part 
of the community. Cuban policlinicos assist thirty to forty consultorios by 
providing services during off-hours and offering a wide variety of specialists. 
They coordinate community health programs and are a conduit between 
nationally designed health initiatives and their local implementation. In 
contrast, the Pisco policlinico provides a much smaller array of services than 
would one in Cuba, not only because it has a smaller staff and is linking fewer 
consultorios, but also because it is not part of a policy of free health care. 
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There are other challenges to applying an MGI model in Peru. Cuban- 
trained doctors make home visits to everyone in the consultorio area. But in 
low-income areas of Peru the only official-looking persons to come to the front 
door are cops. So medical staff have had to pln the central role of home 
visits. 

Since the country is also rife with scam artists, Persan were skeptical of a 
consultorio providing almost-free anything, especially something as vital as 
medical care. In order to establish rapport with the neighborhood, the doctors 
had to work through businesses and schools where they could distribute health 
materials and provide physical exams. 

Perhaps the largest challenge has been education. The Cuban Revolution 
saw equality in employment, income, education, and medical care as 
proceeding together. The foundations of Cuban medical accomplishments are 
a primary care system that prioritizes prevention and scientific research 
scrutinizing population health needs. Thus, wiping out illiteracy has been 
vitally important to Cuban medical accomplishments. This makes it difficult to 
bring the model to a country where many cannot read and write. 

One problem that Cuban-trained doctors have not had in Peru is a highly 
mobile population. In the United States, poverty often accompanies moving 
from home to home, which would make it very difficult to apply a model 
which assumes the doctor personally knows everyone in the community. In 
Pisco, however, even the poor tend to stay in the same home. Consultorio 
doctors are able to know their patients. 

When Cuban doctors prepare to join a health brigade to another country, 
they learn to respect its culture rather than impose their social values. Without 
this approach, Cuban medical efforts in Peru never would have succeeded. 
The Cuban doctor has to simultaneously practice medicine and adapt to a 
different society. 

The Alan García PE in power from before the earthquake 
through the first half of 2011, merely tolerated Cuban medical efforts. A 
few days before being sworn in as the new President of Peru, Ollanta 
Humala visited Cuban leaders in Havana. During his July 28, 2011, 
inauguration, Humala pledged to eliminate “exclusion and poverty,” which 
suggests closer collaboration between Cuban and Peruvian medical 
systems.’! 


Disaster in Haiti 


When Joanna Souers was nineteen, she decided that she would work with 
people who were down on their luck, a decision that would take her to Puerto 
Rico, Tanzania, Peru, Costa Rica, Mexico, Cuba, and Haiti.) After 
graduating with a major in Premed in 2005, she went to Nicaragua to work 
on developing sustainable agriculture with Project Bona Fide. She was on 
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Ometepe Island, which mostly grew export crops like rice and coffee, leaving 
people without a sustainable diet. Joanna saw Nicaraguans who could not 
be treated by Western medicine because it is too expensive and/or 
inaccessible. People were more likely to use traditional medicine like mango 
leaves for swollen joints and manzania or chamomile in baths for fevers or 
coughs. 

After Hurncane Katrina hit New Orleans on August 29, 2005, Joanna 
went there and joined Common Ground Relief efforts in a nursing center 
doing support work. When Hurricane Katrina hit, Cuba quickly mobilized 
1,500 doctors on an airstnp ready to come to the aid of New Orleans. But 
Washington refused their help. It left a lasting impression on Joanna to 
know that there were hundreds of Cuban doctors waiting for a nod from the 
U.S. government, but that thousands of New Orleans residents were 
deprived of health treatment due to U.S. politics. Joanna realized that 
Cuban doctors would have made an enormous difference in people’s lives. 
She also realized that most of the aid went to the wealthier areas of the city 
where the storm caused little damage.!4 

In 2006, Joanna applied to go to medical school at ELAM: She began 
her studies in 2007 and had just finished the first semester of her third year 
when Haiti was devastated by an earthquake on January 12, 2010. The 
Haitian government put the death toll at over 300,000, and an estimated 3 
million people were injured or homeless. 

Joanna took a semester off to work in the Croix-des-Bouquets field hospital 
about eleven miles from Port-au-Prince. The hospital had been established by 
the Henry Reeve Brigade. (The brigade was formed from the doctors who 
had been mobilized to aid New Orleans, but who were rebuffed by 
Washington.) She observed thirty to forty surgeries in the field hospital 
surgical tent, but mostly she assisted walk-in patients. Many of them had not 
been hurt by the earthquake, but had other medical ee and had never 
seen a doctor. 

Haitians traveled by foot to see Cuban T EEES, had to walk for 
hours from other towns. When they arrived, they found Cubans living in tents 
not far from earthquake victims. The Cuban doctors felt the same heat, 
walked the same rotids, heard the same’ night time noises, and smelled the 
same smells of injury and death as did Haitians. 

American doctors, in contrast, typically slept in luxury hotels in the 
Dominican Republic and were daily flown in and out by helicopter. While a 
disaster victim is grateful for any assistance given, it was clear that Cuban 
doctors were of the people and American doctors were there for the people 
(and for U.S. TV cameras). 

Though you would not know it from watching U.S. TV, Cuban medical 
staff treated vastly more patients than did American doctors. This included 
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hundreds per day practicing internal medicine, ob-gyn, surgery, orthopedics, 
pediatrics, wound healing, and physical therapy. At the ime U.S. doctors had 
treated 871 patients; the Cubans had treated 227,143.8 

Being part of a Henry Reeve Brigade is stressful not only due to the 
volume of patients, but also because a field. hospital is so different from 
consultorios and policlinicos where most Cuban doctors work. Joanna is quick 
to point out that Cuban doctors in Haiti readily adjusted to this stress since 
most had previously completed several “missions” to Sri Lanka (after the 
2004 tsunami) or to countries such as Mozambique, Venezuela, Honduras, 
and Angola.” Many brigade members had previously served in Pakistan 
where the disaster and pathologies were similar. Serving in the “exterior” is 
some of the most prestigious work that Cuban doctors can do.. 

The Croix-des-Bouquets field hospital had the basics to deal with most 
patients, though some of the more complicated cases were sent to another 
hospital or to a location for chronic diseases. Cuban doctors become 
resourceful at trying techniques that may not appear in medical literature but 
work in disaster settings. They may use tree blocks for splints or cinder blocks 
for traction. Joanna reported that, not having more common anesthetics. 
Cuban surgeons had to rely on bupivacaina and had to alter the percentage 
solutions of dextrose to make it work for field surgery. 

Doctors were always “on call” because complicated cases frequently came 
in. Yet, they would also do patient consultations. A Cuban surgeon is trained 
to be a well-rounded specialist who maintains capabilities in general medicine. 

A major strength of Cuban doctors in a disaster setting is that they can 
make medical decisions quickly based on patient observation. They do not 
have to rely on expensive tests like the MRI, CAT scans, PCR (Polymerase 
Chain Reaction), X-rays, or ultrasound. Medical school teaches them to use 
basic lab tests and turn to X-rays or ultrasound only when it is necessary. 
Cuban doctors are familiar with the other tests and would use them if they 
were available but often make emergency decisions without them. 

Joanna feels strongly that limited resources means that doctors in Cuba are 
not pressured to perform unnecessary tests and, unlike in the United States, 
hospitals do not tell physicians to check boxes to see if every test has been 
done. Cuban doctors are not forced to constantly think about malpractice 
suits. Incompetent doctors are brought to trial where their license could be 
revoked. Really bad ones go to jail.’8 In contrast, U.S. physicians—trained to 
see a lawsuit hiding under every hospital bed—are ill-prepared to deal with a 
massive disaster such as the earthquake in Hait. 


Traditional and Western Medicine in Ghana 


With the creation of Student Health Brigades (Brigadas Estudantiles por 
la Salud), ELAM medrcal students were provided with the opportunity to 
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become primary actors in the new global medicine. One of the most 
outstanding examples is the Ghana Project. Created by the Organization of 
African Doctors in 2009, it aims to build closer ties between ELAM 
students and Cuban-trained doctors in Ghana.’® ELAM students who carry 
out the Ghana Project form the Yaa Asantewaa Brigade (YAB). (Born in 
1840, Yaa Asantewaa was the Warrior Queen famous for leading the 
Ashanti uprising against British domination in the early 1900s in what is 
currently Ghana.”°) In summer 2010, Omavi Bailey was one of six YAB 
members who went to Ghana, worked with traditional healers, and made 
contacts in order to develop the project into 2012 and beyond.” 

As the report of their 2010 work describes, “In the initial phase of this 
medical mission the fundamental objective was to conduct an assessment of the 
health care resources and needs in the rural communities of Ghana’s Volta 
Region.” This included strengthening working relationships with Ghana’s 
Ministry of Health and local community leaders. 

The students traveled to Logba, a small rural town in the Volta region, 
where they stayed in the guesthouse. As would be expected for students trained 
at ELAM, shortly after arriving -they did an assessment of water systems and 
living conditions, including garbage disposal. For Cuban medical practitioners 
looking at public health.issues like drinking water is an indispensable part of 
assessment. The YAB students also found that attending a large community 
funeral ceremony was important for understanding the village’s culture and 
being accepted as family. 

The Cuban MGI approach requires students at ELAM to study 
traditional and natural medicine, and roughly 85 percent of Ghanaians rely 
solely on traditional healers. Western medicine is unavailable, unfamiliar, and 
costly. Logba residents. would have to travel at least thirty miles to a medical 
doctor. Many Ghanaians do not recetve medical care because they cannot 
afford it: 

YAB students reported that their own transformation toward understanding 
the culture of natural medicine was the most profound aspect of their tip to 
Ghana. Meeting tribal chiefs and being accepted by the village was critical, not 
just for obtaining information from villagers, but also for. understanding how ` 
everyday life is part of the healing system. When I asked Omavi Bailey for 
examples of traditonal healing methods, he described massages for certain 
ailments and herbs for asthma, but emphasized that there are philosophical and 
spiritual dimensions of health and healing that transcend specific cures. These 
include the cultural traditions like not eating pork and counseling patients 
concerning how to live better in order to avoid problems.” | 

The students came to appreciate how the different spheres of life, rather than 
being divided from one another, dance in an interrelated wholeness. Perceiving 
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this wholeness created the framework for YAB students to see the necessity of 
blending traditional and Western medicine in a way that makes health care not 
just affordable but also meaningful for people. 

Conceptualizing the wholeness of human health helped the Ghana Project 
transition from a focus on infectious disease to hypertension. They went to 
Ghana with a major interest in infectious diseases that plague Africa.” When 
at the Logba clinic, they provided “primary medical attention to over 400 
patients. ”25 They observed traditional healers give consultations as they’ took 
vital signs and medical histories. 

To their surprise, hypertension was rampant, with 59 PERT of men 
examined having hypertension, a history of mild stroke, or arthritis, while 46 
percent of women had the same symptoms. Realizing that prevalent infectious 
diseases like malaria are well-studied, they decided to shift the 2011-12 
phase of the Ghana Project to investigating and treating hypertension. 

Bailey observed that Ghanaians generally do manual labor but still have 
hypertension despite their physical activity. He wondered if disconnection 


_from many traditional Ghanaian ways of living, combined with new Western 


life-styles, could be major contributing factors to stress. 

There is also the possibility that the introduction of environmental toxins 
might weaken the body’s ability to cope with stress and indirectly lead to 
hypertension. Bailey hopes to look at all of these during future trips. But the 
most important question for him is whether traditional Ghanaian healers 
already have treatments that might be effective for hypertension. 

Students with the Ghana Project plan to research hypertension, organize, 
and raise money to return in 2012. Organizing includes many phone calls 
and improving their website so they can disseminate information more rapidly. 
But the U.S. blockade interferes with Internet and phone connections in 
Cuba.”® 

Therefore, ELAM students find that they need to do much of their 
organizing, especially making international connections, dunng summer trips 
to the United States. This is just one concrete example of how the U.S. 
blockade hampers Cuban medical initiatives and slows improvement in global 


health. 


Conceptualizing the New Global Medicine 


In science, “rigorous” means that a theory withstands multiple challenging 
tests. The MGI model of medicine withstood the test of Cuba’s “Special 
Period” when, following the fall of the Soviet Union, oil imports almost dried 
up, the island’s Gross Domestic Product plummeted, and 13 percent of the 


population became undernourished.” The United States sought to strangle 


Cuba by a series of laws that further Pdamieeted its ability to import -goods, 
including pharmaceuticals. 
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Yet, despite these severe setbacks, the rate of infant mortality in Cuba 
continued to fall in the 1990s and it was able to provide medical assistance to 
several. countries hit by hurricanes. Consequently, Cuba’s MGI approach to 
health is perhaps the most “rigorous” metatheory of medicine on the planet 
today. 

The massive amount of Cuban international aid—whether measured in 
terms of number of emergency teams sent, doctors working overseas, medical 
treatments provided, or lives saved—might give the impression that any 
country could replicate its efforts if it would only dedicate the resources to do 
so. This article suggests that this is not the case and that it is highly unlikely 
that the United States would be able to provide the same degree of aid even if 
it wanted to. The quantity of assistance which Cuba has provided 
presupposes the social relationships of medicine embodied in the MGI model. 

Understanding. the international success of Cuban medicine requires 
perceiving it not as a quantity of things but as a dynamic and unfolding 
process of becoming. The new global medicine is not merely a set of people 
and instruments that one country bestows upon another, but is a way of 
mobilizing the use of those people and instruments. The new global medicine 
is anything but patients sitting passively, waiting for governments to do good 
deeds—it is people participating in the creation and defense of health care 
institutions. It is based on the realization that health care is simultaneously a 
human right and something that people define and build as they. adapt 
techniques and knowledge to their own culture. 
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It seems to be correct to begin with the real and the concrete, with the real 
precondition, thus to begin, in economics, with e.g. the population, which is 
the foundation and the subject of the entire social act of production. However, 
on closer examination this proves false. The population is an abstraction if I 
leave out, for example, the classes of which it is composed. ... if I were to 
begin with the population, this would be a chaotic conception of the whole, 
and | would then, by means of further determination, move analytically 
towards ever more simple concepts, from the imagined concrete towards ever 
thinner abstractions until I had arrived at the simplest determinations. From 
there the journey would have to be retraced until I had finally arrived at the 
population again, but this time not as the chaotic conception of a whole, but 
as a rich totality of many determinations and relations. 


Marx, The Grundrisse (1857) 
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Trampling Out the Sanctimony 


John Womack, Jr. 


Frank Bardacke, Trampling Out the Vintage: Cesar Chavez and the 
Two Souls of the United Farm Workers (London: Verso, 2011), 848 
pages, $54.95, hardback. 


This big book is great U.S. history. A solid, comprehensive, richly 
detailed, brilliantly composed study of a major post-1960 movement in U.S. 
labor, it is also a dramatic narrative vivid with critical analysis of the 
movement’s developing strengths and faults, and thick with lessons for the 

. struggles of today’s left. 

The author’s critical and analytical powers are remarkable, undoctored by 
any academic department. Bardacke began his cnitical education in school, but 
off-campus, as a Southern California kid at Harvard picketing in Boston for 
SNCC in 1961. As a political science grad student at Berkeley fighting for the 
Free Speech Movement and against the Vietnam War, he was one of the 
Oakland Seven against the draft in 1967. He learned from Maoist students 
supporting the Black Panthers and soon went onto organize the Bay Area 
Revolutionary Union (BARU). Stull in Berkeley in 1969, a leader at People’s 
Park, he learned more at the Battle of Telegraph and Haste, when the law used 
shotguns on a rebellious crowd. He later got a different education in the military 
town by Fort Ord, when he tried to organize soldiers against the war at the local 
G.I. coffee house. If Berkeley taught him that the U.S. working class was 
hopeless, in Seaside he learned that white guys like him could not move black 
Vietnam vets. But life and his Oakland-Berkeley police record soon caught up 
with him and drove him into the education he would get from having to make a 
living. Almost thirty and now a husband and father, he went looking for work— 
not to do politics, but simply to support his family. East of Fort Ord lay the 
Salinas Valley, where a year before the United Farm Workers (UFW) had 
won the biggest farm-worker strike in California history. The union gave 
Bardacke a job on an otherwise all-Mexican crew hoeing lettuce; and in the 
fields he began his serious analytical education. From 1971 to 1979 he worked 
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as a UFW member for six seasons in the fields, learning lettuce, celery, 
broccoli, and cauliflower; the tools, skills, and order of the work; solidarity; and 
the main language, Spanish. On the side of the union betrayed by the executive 
in the 1979 strike, he quit the fields and turned to a farm town twenty miles 
north. He worked plant jobs there for a few years, then in 1983 settled into 
teaching English as a Second Language at the local “adult school.” There he 
continued his education about the fields and the people in them, learning from ` 
the farm workers and their children who took his courses. 

By 1993, when Cesar Chavez died, Bardacke knew enough for his first broad 


publication (in The Nation) on the reasons for the UFW’s nse and fall. His. work ` : 


on the subject over the next fifteen years was immense, spanning twenty archives, ` 
eighty-odd interviews, and many books. It proves him to be a master of historical 
inquiry, research, examination, exposition, and explanation. It is a history of 
individuals, farm work, organizations of labor and of capital, local and national 
class struggles, political cultures, and politics. Its questions are clear and sharp, its 
conclusions balanced, and it has no academic jargon. All told it is a fascinating 
read, and it will long remain the definitive study of the UFW for the period of 
1960-81. 

Its theme is the dialectic between the UFW’s “two souls,” or social forms, a 
movement and a union. The movement came from an Alinskyite organization in 
postwar California for Mexican-American civil rights. This organization made 
gains in the 1950s, but regarding Mexican-Amenican farm workers it tried to 
operate without its best organizers, who cut loose and seized the lead in farm 
towns and fields. In the 1960s the UFW developed a bi-animated force: both 
as a movement (an intermittent organization of staff-directed volunteers devoted 
to national boycotts, rousing liberal charity for poor brown citizens), and a 
union (a durable organization of California agribusiness’s workers, for 
grievances, strikes, elections, contracts, laws, and the courts). As movement and 
union combined, the UF W was an amazing success between 1965 and 1979, 
putting much of U.S. labor to shame. But it failed over a mounting conflict 
between its episodic moral campaigns for a U.S. ethnic cause and its continual 
fights for labor against capital, the labor ever more Mexican, capital ever more 
subcontracting non-union. The UFW’s movement finally beat the UFW’s 
union into little more than an excuse for. its own agencies. As a business it 
survived in good shape, but the union shrank into a.front for the movement's 
non-profits. 

Through this argument three parts recur in different keys. One is in the 
theory of regimes. The movement, run by the UFW’s spartan executive 
board, was at best an oligarchy, sending unpaid staff around the country, as if 
for civil rights, to inspire volunteers to raise support for La Causa. The union 
in its successful years ran mostly under executive control, but in various bases 
of the California valleys its driving force was combative farm workers, 
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Mexican-American and Mexican, who always threatened to break into 
democracy—and locally sometimes did. The movement became tyrannical to 
keep the union from going democratic, and thereby subsumed it. 

_ A second part is in tragedy, the classic, personal kind (registered in the 
epigraph from Julius Cesar {sic]). Chavez the Alinskyite proved himself on his 
own mission a genius at organizing, and charismatic too—a genius at 
performing his charisma, he became practically a saint for his cause: justice for 
his (Mexican-Amencan) people. He was a great leader in the formation of his 
movement and of a brave, battling, winning U.S. labor organization. But then 
he insisted on managing, micromanaging, and in proud delusion debased both 
the movement and the union, leaving a cult for some, angry grief for many. 

The third part, the deepest, is in capitalist progress—the bourgeoisie’s 
continual reengineering of production. At their strongest UFW workers may 
have had a chance to establish their amazing gains over capital and to secure 
their communities and their work. But caught in capitalist “globalization,” 
Reaganism, corporate deliabilization, and the UFW’s own conflicts and 
crises, they lost the struggle of their lives. Many tell their individual stories of 
hope and sorrow. This is not tragedy; it is memorial. 

All through the book the individual workers’ stories are intense, stirring, 
and gripping. And altogether they make the most important point in 
Bardacke’s argument, that the UFW was not only Chavez, his backers, his - 
staff, their strategies, but also, forcefully, “the farm workers themselves,” 
originally Mexican-American, increasingly (despite Chavez) Mexican. 

Two other features receive close analysis that are of special interest for 
Marxist studies: divisions of labor and organizing. Like almost all academic labor . 
historians -today, Bardacke: examines racial, ethnic, national, and gendered 
divisions at work.-Unlike most academics, he also examines in wonderful detail 
the material divisions (geographic, chronological, industrial,.and technical) to 
explain struggles in their specificity. Better even than David Brody showed 
technically strategic positions at work in steel, Bardacke shows them in 
California’s fruit and vegetables. His analyses emphasize how organizing differs 
among different dimensions: workplaces, communities, markets, media, elections, 
moral fashions, public agencies, legislatures, national voluntary associations, and 
national institutions of labor and capital. The explanations are careful, coherent, 
and illuminating. They deserve study by any labor historian, Marxist or not. 

The book suffers some minor but considerable problems. The Mexican- 
American history is weak and too generic, largely because the Mexican history 
draws so much from official Mexican populist mythology. Bardacke well 
adduces Catholic tradition ‘to explain Mexican-American conservatism, 
Catholic Action, and postwar cursillismo, which certainly fits Chavez’s case. 
But he misses that “the mass immigration of the 1920s” of Mexicans to the 
United States was. mostly Catholic refugees from a big religious civil war in 
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Mexico, the Catholic rebellion (the Cristiada) against Revolutionary anti- 
clericalism. The rebels lost in Mexico. It was from the refugees in California 
that La Raza arose the first time—very Catholic, clannish, and conservative, 
and many up for any righteous fight. The braceros and later immigrants, after 
the Second World War, came from a more nationalized Mexico and from a 
new generation; they were militant for the Mexican-Revolutionary myths, and 

made La Raza new. The mix is significant for both the force and the limits in 
the UFW. 

Bardacke rightly insists on some farm workers’ high skills and 
corresponding strategic power over production. But high skills are not 
necessary for all strategic positions, e.g.; at technical junctures, as in much 
transport work. Moreover, once capital figures that the workers in these 
strategic positions cost more than new technology, it can make them obsolete 
fast. Bardacke suggests Chavez eventually saw that even if the UFW won 
everything it wanted—contracts, respectable communities, laws to protect 
migrants and immigrants—it would remain at risk in a capitalist economy; 
this was why he made the union more business than union. But Bardacke also 
argues that “the farm workers themselves,” that good old rank and file, could 
have saved their cause if the union had been a “democracy.” Here de 
Tocqueville is humming in the background, and Berkeley’s Sheldon Wolia, 
John Schaar, and Hanna Pitkin, and maybe some International Socialists and 
BARU Maoists as well. It certainly sounds progressive. Only in Bardacke’s 
own accounts of the workers, their pride in their work, wages, cars, etc., he 
gives no sign a majority would have pressed for anything beyond U.S. 
capitalist corporate agriculture, where most would meet their economic doom. 
Democracy, representation, authority, and responsibility are heavy questions, 
but over the last thirty-odd years in the United States the words often mean a 
high alert for the patriotic swindle. Here it looks as if both Chavez, the 
Catholic Alinskyite, and most’ workers, Mexican-American and Mexican, 
wanted only Gompers’s famous “more,” in the same system, and disagreed 
only over how to keep winning it, although however they did it in this system 
the workers were bound to lose. 

The most significant absence in the UFW was a purpose a a nicer 
capitalism, beyond M-C-M‘' de colores. Struggling within capitalism, but not 
alienated from it, neither the leadership nor the members gained the critical 
distance to understand the nature of their own struggles, much less the 
consequences—never mind the deeper meaning of an essentially different 
future. To crack this kind of problem takes much more than democracy, in 
prescription or practice. , 
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A Wisconsin Enigma 
Mass Straggle, Then What? 


Paul Buhle 


Michael D. Yates, editor, Wisconsin Uprising: Labor Fights Back (New 
York: Monthly Review Press, 2012), 282 pages, $18.95, paperback. 


John Nichols, Uprising: How Wisconsin Renewed the Politics of 
Protest, from Madison to Wall Street (New York: Nation Books), 117 
pages, $18.50, paperback. 


It is curious as well as enormously exciting to be surrounded by a mass 
movement, full of enthusiasm, energy, and eagerness to adopt labor sl ogans 
and labor songs, almost as if the 1930s and “40s had come back. And it is all 
the more curious because the emergence of the movement seemed so 
spontaneous and unexpected, taking every Marxist (and any other) would-be 
savant by surprise, your reviewer most definitely included. Eighteen months 
and a major electoral defeat later, the “Wisconsin Uprising” goes on, with 
dampened spirits but a continuation of innovative extras. One small example 
is the “Overpass Light Brigade,” a group of urban guerillas who hold LED- 
lit slogans in various spots of the state, ridiculing Governor Scott Walker and 
his lackeys, until the cops arrive. But where is it going? 

A little back story is useful here. Many MR readers will remember that 
the excitement began with the surprise, so-called “budget repair” bills put 
through in February 2011 by newly empowered Republicans in the state 
legislature and led by the governor. They stripped state workers of their 
historic union nghts. Overnight, it became clear that this was a test case for a 
national right-wing agenda that included not only union workers but water 
safety, education, health care for the poor, and a wide range of gifts to 
business. It also contained strategies such as “Voter ID” to limit or practically 
eliminate challenges to the new agenda, and by the end of the legislative 
session in spring 2012, expanded to include assaults upon reproductive rights, 
sex education, and the ability of women to sue for job discrimination. 

The fightback has been, from the beginning until now, pretty astonishing, 
and not only in scope. Fourteen Democratic Senators fled the state in 
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February 2011 as protesters occupied the Capitol building (a circle of 
AFSCME members from Janesville actually surrounded, through the nights, 
a bust of the great Robert M. La Follette, Wisconsin governor-turned-U.S. 
senator, who championed peace and social justice in the first years of the 
twentieth century). Then a series of protest marches and rallies continued that 
rose to 150,000 in a city of about 200,000. In small towns, industrial areas, 
and resort villages across the state there were also protests of many kinds, 
often with grassroots humor of the Wisconsin sort Gokes about cheese curds, 
beer, and the Packers). The hapless, stupid-looking governor, mere tool of 
corporate interests, could not even host a party on any lake without boats 
buzzing near with insulting protest signs! 

Some observers, out-of-towners, and local Wobblies alike, steeped in labor - - 
history, believed that a General Stnke should have been attempted at the 
outset. From my own observations, the state workers, disproportionately 
women and mainly teachers and health workers, treated the “General Strike” 
signs as a warning rather than a strategy. For that reason, the protests flowed 
more naturally into the summer campaign to recall the governor and his closest 
followers in the Senate, with massive numbers of signatures gathered by an 
educational and mobilization campaign of unprecedented size and energy. 

To complicate matters, Democrats and labor leaders both acted with an 
inconsistency that eluded easy generalizations. Some office-holding politicians 
took to the local struggles with great energy, idealism, and considerable self- 
sacrifice, providing the kind of leadership that was fairly common in the 
1930s and ‘40s CIO days, when progressive Democrats were allied closely 
with the left. Others behaved in all too predictable fashion, never happy with 
the occupation of the Capitol, eager to disperse the big crowds into the 
districts, and no doubt a bit nervous about the evocative song lyrics frequently 
heard in the Capitol, which were crystal clear in the closing lines: “Take the 
two old parties, Mister/No difference in them I can see/But with a real 
Progressive Party/We could set the people free.” Falling back into thinking 
historically, I often felt that the mobilization around me recalled the Henry 
Wallace campaign of 1948, which was doomed by Trumanism but heroic in 
its efforts. Senator Glen Taylor, Wallace’s running mate, was himself a 
political folk singer and Pete Seeger, whose spirit is heard regularly in 
Madison’s Solidarity Singalong, was a Wallace champion. 

The same ambivalence could be sensed in the labor leadership. Twenty 
years since progressives had taken charge of leadership, especially in 
Madison’s Dane County, the labor movement sought to recover from the 
setbacks of plant closings by alliances which were previously unthinkable. 
Minonties, undocumented workers, and gay and lesbian activists have been 
invited to the smaller table and helped shape the generosity of the response to 
the new challenges. Indeed, the sense that “labor” represents society at large 
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‘owes much to the decades of efforts of unions among others to improve 
education, health, and related parts of the necessary public commitment to 
Wisconsin’s future. The labor mobilization flagged badly since the dramatic 
spring events, contrary to what we might have expected (or hoped) until a 
huge labor-sponsored turnout in early March 2012 temporarily restored a, 
sense of the original impulse. Measured against what we might have 

- anticipated, the labor movement did not do so badly. It might have done 
vastly better. 

Where is it all going now? One way to ask this inescapable question is to 
begin with another: Where did it come from? The two books under review 
present very different perspectives on this, and each is worth careful 

` consideration. Within the logic of the two volumes.may even be found the big 
questions, the ones that bestir and provoke readers into wondering whether 
` our moment has at last arrived (again). As a reviewer with my own views 
(and my own anthology on Wisconsin events), I do not claim either argument 
` to be so grand and convincing that it drives the other into nullity. 

John Nichols—correspondent for The Nation, frequent guest on 
MSNBC’s Ed Show, and author most recently of the The “S” Word, calling 
for the return of “socialism” to the American vocabulary—offers the voice of 
historic progressivism, updated. He finds the thread of radical democracy 
deep in the national fabric, all the way back to Tom Paine and (with 
reservations) James Madison, and forward through reform traditions, Robert 
LaFollette and Franklin D. Roosevelt alike (if.not by any means identical). ` 
Nichols’s argument, hinged upon the defense of Wisconsin traditions against 
the onrush of Republican ultra-conservatives (backed and quarterbacked by a 
collection of out-of-state billionaires and their friends), may be called a non- 
Marxist but emphatically left-wing traditionalism, close to the cultural and 
coalition-building edge of the Popular Front (but without the Russian strings — 
attached). 

Whatever else can be said about Uprising, Nichols is a brilliant writer. I am 
reminded of Beyond a Boundary and even The Black Jacobins, two key works 
by my political mentor C.L.R.. James, because James had begun as a novelist 
and never quite ceased to write like one. Nichols is a journalist from start to 
finish, but he tells stories of struggle with so much wit and verve that the book is 
almost impossible to put down. It rehearses some key elements of The “S” Word 
but in a mostly Wisconsin context, also rehearsing some arguments from his 
collaboration with Robert McChesney in The Death and Life of American. 
Journalism. None of this makes Uprising less original; rather, it is a fast-moving 
synthesis of themes. Tt comes to a conclusion with a warning that could not be 
more clear: 


There's no confusing a Barack Obama wath Franklin Roosevelt. But 
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those who would dare to dream that Democrats might yet.be imed 
toward:a more aggressively progressive and militantly pro-labor politics 
would be wise to note the lesson of history and of Wisconsin. Organized 
labor must recognize that. the hard work of building independent 
movements in the states remains the best route to ‘changing the politics of 
the nation. 


Wisconsin Uprising is a fine companion volume. No anthology can 
properly be expected to rest upon a single view comparable to that of — 
Nichols’s. But this lively collection, edited by Michael Yates, tilts heavily in a 
contrasting direction. Taken at large, the writers (Connor Donegan, Andrew . 
Sernatinger, Lee Sustar, Dan La Botz, Frank Emspak, Rand Wilson, Steve 
Early, Jane Slaughter, Mark Brenner, Stephanie Luce, Elly Leary, Michael 
Hurley, Sam Ginden, David Bacon, Jon Flanders, Michael Zweig, 
Fernando Gaspasin, and editor Yates) see Wisconsin as a microcosm in a less 
sentimental way. Capitalism, transformed into financialism of a global kind, is 
pressing the working class. everywhere in search of further profits, and 
. Wisconsin provides the test case of response. 

_As Allen Ruff has observed in a related review aubhsheds in Against the 
Current (of the Yates and Buhle’s collections of essays and documents), two 
of the outstanding essays here are written by younger activists, Connor 
Donegan and Andrew Sernatinger, both keen to the bipartisan nature of the 
state’s response to the recent recession. Giving into business through cutback 
` after cutback, while all but rewarding corporations about to leave the state 
anyway, the Democrats prepared their own doom while Republicans, as 
elsewhere in the country, seized the opportunity with a vengeance. The new 
ruling party was supposed to play ball in the familiar fashion. Instead, they 
not only passed sweeping legislation against labor, they also launched an 
unprecedented attack on women’s reproductive rights, among other late- 
session spring 2012 measures, and made every effort to seal in their power 
through voting rights legislation, again a near carbon copy of measures in 
other states. Democrats were caught flat-footed in no small part because they 
had been so cooperative—toward both Republicans and business. 

Other essays notable to this reviewer offer a keen chronology of the 
complicated series of events (Frank Emspak’s contribution); a fateful 
commentary on the struggle for union survival (by Steve Early and Rand 
Wilson); and a hopeful projection by several authors, notably Dan LaBotz, 
that Wisconsin may possibly mark the opening of a new phase of labor 
strategy. © 

The evidence; growing in density from the Canpiekon of these books to 
the spring 2012, can certainly be read in this fashion. The major thrust of the 
recall effort was, after all, electoral (or perhaps anti-electoral) in the sense of 
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overturning the 2010 vote through mass signature-gathering, preparations of 
candidates for the recall round of voting, and a certain degree of celebration of 
seemingly small victories offering hopeful signs against the inevitable onslaught 
of Republican campaign spending ahead; but it actually promised more 
illusions, disappointments, and betrayals down the line. The victories were 
very real; for instance the defeat of a disastrous open pit mining bill, thanks to 
the recall of two: Republican senators last summer and the defection of 
another, protected precious waters in the north vital to Indian reservations. 
On the strength of the recall mobilization, the April elections saw the 
Republicans virtually wiped from the Dane County governing Board. These 
were victories that might easily have portended betrayal, as Democrats 
retreated into business as usual. Se 

Walker’s nine-point victory on the back of heavily funded media 
blitzes—far more than any other campaign in state history, especially - 
directed to delegitimize the validity of the state’s recall provision dating from 
the LaFollette era—was accompanied by the sobering news that nearly 40 
percent of union households, plus all of the state’s thirteen poorest counties, 
voted for the states most right-wing gubernatorial candidate in recent 
history. The role of religious conservatives in working-class life, both 
Catholic officials and evangelical Protestant leaders, certainly played a role, 
with reproductive mghts and even sex education at stake. So did the 
pervasiveness of right-wing talk radio and Fox News. But the successful 
media positioning of the state’s white Christian voters against Milwaukee 
(.e., nonwhite) and Madison (i.e., counter-culture, gays, lesbians, and bike 
lanes) was not to be underrated. Nor was the sense in small towns that state 
workers—who were still unionized after the factories had shut down, taking 
private sector unions with them—were the privileged minority, along with — 
presumably high-living teachers, school custodians, and so on. The right 
had also apparently sold large numbers of Wisconsin workers on the 
eradication of environmental protections as an obstacle to growth and jobs. 

The prospects ahead are daunting, despite the single recall victory in June 
that brought the state Senate, at least temporarily, under a Democratic 
majority. And yet the struggles of 2011 are not far behind us. Progressives 
new to the political process, most especially women from ordinary walks of 
life, have announced themselves as future candidates—no small sign of 
mobilization. An indictment on assorted charges may well await the governor; 
a prospect that could turn state politics upside-down. There are enough other 
uncertainties to keep the Wisconsin left working and hoping. 

_ It would be easy to read too much into the lines from labor songs heard 
several times per week inside the Capitol or outside. I recently sang these 
verses with a crowd of a hundred around “Lady Liberty” (a statue created by 
a Wisconsin woman sculptor in the 1890s): 
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Now the lessons of the past were all 
Leamed with workers’ blood 

The mistakes of the bosses’ 

We must pay for 

From the cites to the farmlands 

To trenches full with blood 


War has always been the bosses way, sir. 


The Union forever 

Defending our nights 

Down with Scott Walker 

All workers unite 

With our brothers and our sisters 
From many far off lands, 

There is power in the Union. 


That is to say: we reaffirm our determination in the face of all odds. Read 
these books and stay tuned! 


a 


The pay of the common soldier is also reduced to a minimum — 
determined purely by the production costs necessary to procure him. But he 
exchanges the performance of his services not for capital, but for the revenue 
of the state. i 

In bourgeois society itself, all exchange of personal services for revenue — 
including labour for personal consumption, cooking, sewing etc., garden work 
etc., up to and including all of the unproductive classes, civil servants, 
physicians, lawyers, scholars etc. — belongs under this rubric, within this 
category. All menial servants etc. By means of their services —. often coerced 
— all these workers, from the least to the highest, obtain for themselves a 
share of the surplus product, of the capitalist’s revenue. 

But it does not occur to anyone to think that by means of the exchange of 
his revenue for such services, i.e. through private consumpton, the capitalist 
posits himself as capitalist. Rather, he thereby spends the fruits of his capital. 
It does not change the nature of the relation that the proportions in which 
revenue is exchanged for this kind of living labour are themselves determined 
by the general laws of production. 

Marx, The Grundrisse (1857) 
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Howard Waitzkin, Medicine and Public Health at the End of the Century 
(Boulder, CO: Paradigm Publishers, 2011), 256 pages, $25, paperback. 


For the past three decades Howard Waitzkin has been (along with 
Vicente Navarro) the leading social medicine theorist in the United States. 
Medicine and Public Health at the End of Empire provides a superb sampling 
of Waitzkin’s wide-ranging work, and a readily accessible introduction to the 
searching insights offered by a Marxist view of medicine. 

‘Trained as both a sociologist and physician, Waitzkin’s career has melded 
clinical involvement as a primary care doctor in oppressed communities with 
writing and activism, in both the United States and Latin America. He currently 
works with G.I.s resisting military deployment. 

Much of the book is devoted to meticulous delineation of the myriad ways 
that globalized capitalism creates the social conditions that make us sick and puts 
a straightyjacket on the health system’s ability to respond. 

In an inital chapter, Waitzkin reviews the historical role of seemingly 
benevolent foundations (e.g., Rockefeller) and international health 
organizations in smoothing the way for the imperial project. He then traces 
the emergence of the tradition of revolutionary social medicine from Frederick 
Engels through Rudolph Virchow (a nineteenth-century German physician, 
much-revered in the mainstream of medicine as father of modern pathology) 
and Salvador Allende (who was a physician before becoming Chile’s first 
socialist president). 

Engels, in his Condition of the Working Class, chronicled occupational 
‘conditions such as lead poisoning, black lung, and repetitive stress injury, and 
he also observed that the noxious conditions in English factories sickened the 
surrounding communities—prefiguring’ much of the modern work in 
environmental and occupational medicine. Virchow’s classic investigation of 
the social origins of cholera and tuberculosis epidemics was reflected in his 
ardent support for the uprisings of 1848. And Allende, long before emerging 
as a world-renowned political leader, made major contributions both as a 
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` theoretician of the social origins of ill-health and as a practical innovator when 
he served as Minister of Health in Chile. Waitzkin reminds us that the recent 
discovery of the “social determinants of health” is merely a rediscovery, 
generally in defanged form, of these earlier vibrant understandings. 

Waitzkin brilliantly exposes the forces that pushed the development of 
(highly profitable) coronary care technology and assured that this unproven 
technology overwhelmed alternative approaches to the modern epidemic of 
heart disease. Indeed, Bernard Lown, who features prominently in Waitzkin’s 
‘tale as a founder of the intensive care approach to heart attacks, often decries 
the damage wrought by the focus on medical commodities and high-tech 
interventions in cardiology, and the concomitant neglect of the human beings 
who house the hearts. 

Much of the book focuses on Latin American health politics and social 
medicine. Waitzkin offers hopeful glimpses of progress in Cuban health care and 
in social medicine in Brazil, as well as a bleaker portrait of the reversals in Chilean 
health care, first under the U.S.-backed dictatorship, and more recently due to the 
continuing domination of neoliberal policies. 

He explores the unifying features of the efforts to make profit, rather than 
health, the ends of medicine. His carefully documented analysis of multinational 
firms, the World Bank, international trade and health organizations, and major 
philanthropic foundations demonstrates that the commodification of medicine 
represents a collective project of empire. 

Waitzkin’s critique of neoliberal health policies is fleshed out by meticulously 
- documented case studies of international managed care firms’ efforts to penetrate 
Latin America and the health care privatization that has paved the way for 
profit-making. In some nations, public-sector social-insurance systems have 
succumbed to. the onslaught, and have been transformed to for-profit insurance 
and delivery schemes (a situation mirrored in the United States by the 2003 
Medicare “reform” that pumped $50 billion annually in public dollars into 
managed-care firms). But in other countries, popular movements have mounted 
successful resistance to the efforts to wrest health care from public or quasi-public 
control. Waitzkin details the hard-fought struggle to preserve and strengthen 
public-sector health care in El Salvador; the victories of Bolivia’s indigenous 
communities against corporate efforts to privatize water systems; and the health 
successes wrought by Mexico City’s left-leaning local government. Nor does he 
neglect the United States, reiterating the importance of the ongoing struggle to 
achieve a single-payer health care reform. 

Ultimately, Medicine and Public Health at the End of Empire is a hopeful 
book, persuasively reminding us that capitalist society, and particularly 
capitalist medicine, generates cogent discontents, oppositional socia! forces, 


and hence the seeds and motive force of its own transcendence. 
AY 
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Last May President Obama signed a proclamation establishing the 
“Commemoration of the 50th Anniversary of the Vietnam War,” meant to 
last for thirteen years, from Memorial Day 2012 to Veterans Day 2025, and 
to be conducted by the U.S. Department of Defense. A few days later, on 
Memorial Day, Obama gave a speech at the Vietnam War Memorial on the 
subject of the Vietnam War Commemoration. He noted that although U.S. 
military “advisors” had died in Vietnam as early as the “mid—‘50s,” open 
combat by U.S. forces can.be said to have begun only in January 1962— 
making 1962 the most appropriate year from which to date the start of the 
war, and 2012 the fiftieth anniversary of the war’s beginning. 

Obama openly declared that the Vietnam War represented a “national 
shame, a disgrace that should never have happened.” But the “national 
shame” to which he referred- was not due to the deaths of several million 
people, nor atrocities like the My Lai Massacre, the unleashing of chemical 
weapons (most notoriously Agent Orange), and the U.S. war machine’s use 
of more than twice the explosive power in the Vietnam War as employed by 
all sides in the Second World War—in an attempt to defeat a people fighting 
to liberate themselves first from French colonialism and then from U.S. 
neocolonialism. None of these facts—with the exception of an indirect 
reference to the effects of Agent Orange on returning Vietnam veterans— 
even bore mention. Rather, for Obama, the “national shame” was that 
returning U.S. troops were not always “welcomed home,” were often “blamed 
for the misdeeds of a few,” and were “sometimes...denigrated”—despite the 
fact that they had made enormous sacrifices in a war that they “didn’t start.” 

The thirteen-year commemoration is therefore meant to assuage the 


country’s ‘guilt for having supposedly failed to honor fully those U.S. troops 
that fought in the war, including the 58,282 Americans who died. Further, 
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the intention, as Obama indicated, is to commemorate each battle of the war 
and those Americans who fought in it “at Hue and Khe Sanh, at Tan Son 
Nhut and Saigon, from Hamburger Hill to Rolling Thunder.” Referring 
frequently to what he called a “time of division among Americans” at home 
during the Vietnam War, Obama explicitly drew attention at one point to 
those who “fought against” the war, i.e., the anti-war movement—though 
there was no implication that this was an “honorable” stance. Today the goal, 
he stated, is to reunite all Americans, around a commemoration of the war 
and all the good that it eventually did for the country—once “the wound” was 
healed—in making “America even stronger than before.” 

It should be obvious from all this that the current plans for an extended 
Commemoration of the 50th Anniversary of the Vietnam War are aimed at 


; much more than the mere honoring of veterans and those Americans who died 


in the war. Rather it is an attempt to rewrite history and to erase from the 
national memory the basic facts about the most horrendous imperialist (North- 
South) war of the twentieth century, as well as the most unpopular war in 


U.S. history. For around a decade and a half from the mid—1970s to the 


$ Gulf War, the U.S. ability to engage in major, direct military interventions in 


‘ the third world was hindered -by what conservatives labeled the Vietnam 


Syndrome, that is, the reluctance of the U.S. population to support such 


` forcible, direct interventions in the global South. Eventually, however, a series 


Pe 


of historical events—the fall of the Soviet Union and the attendant rise of the 
United States as the sole superpower, the Gulf War, the attacks of September 
11, 2001, and the invasions of Afghanistan and Iraq—have led to a new era 


. of widespread support (avidly promoted by the organs of power) for imperial 


warfare by the United States in what can be called an age of “naked 
imperialism.” The imperial war machine quite clearly sees the 
Commemoration of the 50th Anniversary of the Vietnam War as a golden 
opportunity to erase forever whatever lingering negative public views of the 
Vietnam War remain, thereby obscuring the real lessons of the war. Even the 
defeat suffered by the United States at the hands of the Vietnamese forces is 
now being downplayed or denied. “All too often it is forgotten that you, our 
troops in Vietnam,” Obama patnotically proclaimed, “won every major battle 
you fought in.” l 

Between . the early 1950s and the war’s official end in 1975, MR 
published some fifty articles on the direct U.S. engagement in Indochina, as 
well as numerous pieces that dealt with the war less centrally in the context of 
the critique of capitalism and imperialism. Additional articles related to the 
Vietnam War have been published in the magazine in the years up to the 
present. We intend, over the course of the next thirteen years (between now 
and the fiftieth anniversary of the end of the war), to refer on occasion in this 
space to some of these articles and the events they recorded; to reprint key 
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articles; to correct errors arising from current official Vietnam War 
Commemoration propaganda; and to publish some new critical analyses of the 
war. In this way we hope both to recall to our older readers and convey to our 
younger readers the important lessons on militarism and imperialism that the 
Vietnam War highlighted. If the official Commemoration of the 50th 
Anniversary of the Vietnam War conducted by the Department of Defense is 
meant to generate support within the U.S. body politic for renewed impenal 
warfare, MR’s remembrance of the war is aimed at precisely the opposite: 
reinforcing opposition, both within the United States ‘and worldwide, to 
present and future military interventions by the United States and the other 


imperial powers. 
=a 


In his foreword to the 2003 edition of E.K. Hunt’s Property and 
Prophets, Robert Pollin recalled that in 1975, when he was taking a course 
on Marx’s Capital from Paul Sweezy, Sweezy responded to questions on the 
relation between Marxian and neoclassical economics by urging students to 
read E.K. Hunt and Howard J. Sherman’s remarkable textbook, Economics: 
An Introduction to Traditional and Radical Views: (1972). For many of us 
studying economics from a critical perspective in the 1970s Hunt and 
Sherman’s text was a foundational work, allowing us to relate Marx’s critique 
to our current concerns. In’ 1979, Hunt (a professor of economics at the 
University of Utah) published another book—one less frequently read, but in- 
many ways even more important: A History of Economic Thought: A Critical 
Perspective. This remarkable text provided a window into the history of | 
economic analysis from its eighteenth-century beginnings to the present. As an 
introduction to the relation between Ricardo and Marx (and later Sraffa), 
including their respective approaches to the problem of the transformation of 
values into prices of production, Hunt’s History of Economic Thought was, in 
our view, beyond compare—the book to hand first to serious students wanting 
to learn about the subject. We recently received a new, third edition of Hunt's ` 
book, coauthored with Mark Lautzenheiser, published in 2011 by M.E. 
Sharpe. This new edition is considerably longer than the orginal book (now 
579 pages!) and brings the history of economic thought more up-to-date. In 
our view, it admirably achieves its objective of providing a work that is 
accessible to readers at different levels: undergraduates, graduates, and even 
professors. (It accomplishes this partly by putting the more technical material 
in appendices.) Its treatment of the various ways in which the main. criticisms 
of the labor theory of value have been basically resolved (after Sraffa) is 
extremely lucid, as is its account of the growing logical contradictions that 
have beset neoclassical economics, undermining its conceptual foundations. 
Among the theonsts it examines in its important closing chapters on late- 
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twentieth-century economics are Baran, Sweezy, Magdoff, and Braverman. 


<- We strongly recommend this book for those wanting a serious, critical 


overview of the history of economic thought. For further information go to 
M.E. Sharpe’s webpage at http://mesharpe.com. 


ay 


Michael Yates’s article “The Great Inequality” in the March 2012 issue - 


of MR focused on a new book by Eric Schutz entitled Inequality and Power: 


The Economics of Class. Schutz’s book, as Yates explained, reveals: (1) the 
failure of neoclassical economics lo incorporate class and inequality into its 
internal theoretical structure; (2) the arcane logic and internal contradictions 
that this generates; and (3) the dire consequences for standard economics in 
terms of the absence of anything resembling a realistic outlook on the 
economy. This important, if somewhat technical, book has now been issued in 
paperback at a more accessible price. For further information go to 


. http://routledge.com. 


aS 


We are happy to announce that Richard York, a frequent MR contributor 
and author of three Monthly Review Press books—The Critique of Intelligent 
Design, The Ecological Rift (both with John Bellamy Foster and Brett Clark}, 


` and The Science and Humanism of Stephen Jay Gould (with Brett Clark) — 


has just been elected Chair-Elect of the Environment and Technology 
(environmental sociology) section of the American Sociological Association. 
This is an important position. Congratulations Richard] - 


AY 


This month, a year after the rise of Occupy Wall Street, we are removing 
the Occupy symbol we have used on MR’s cover for nearly a year. In 


- discontinuing its use, however, we are in no way withdrawing our support for 


the Occupy movement, nor indicating that the struggle it represents is all over. 
Rather, we think that the image has served its initial purpose here. Along with 
the Occupy movement itself we are readying ourselves for the next phase of 
the struggle. 
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But what of the original inhabitants? Accustomed to a pre-modern lifestyle 
under the weak control of an independent kingdom, the approach of the 
British dominated world market was recognised as a horror to be avoided at 
all costs. Their lifestyle was "pre-modern" but they cultivated rice and tea, and 
raised silkworms; they represented an alternate and arguably superior path of 
development. The colonial regime, at the beginning, resorted to the policy of 
non-intervention in most of then larger Assam. In 1873 was introduced “The 
Inner Line” in hill areas, beyond which no person could pass without a 
license. Local tribes-people resisted colonial interference in their affairs, and 
often attacked the British. Their resistance were depicted as ‘raids’ and 
‘uprisings’. There is a long chronology of such resistance. In 1860 and 1862 


the entire Jainta tribe and the Garos (1852-57, 1872) rose against | 


imposition of taxes. The Lushai-Kuki, Manipuri and many plains-Assam 
tribes (today's Bodos) raided British posts in 1860-90, 1891 and 1892 - 
1894. There are records of Aka/Khamti resistance in 1835-1839; Naga 
resistance in 1835-1852. An excerpt from the editorial in The Amrit Bazar 
Patrika (February 14th, 1894) on the issue is worth quoting—‘“In the Deccan 


/ 


the fury of ryots was directed against money-lenders, in Bengal against indigo ~ 
planters, in Pabna against zaminders, but in Assam, at this moment it is open * 


rebellion against the Government”. 

The attempt to mobilise Bengalis already present in Assam against the 
rebellious tribes was almost automatic to the British regime; a primary means 
of colonial government. The great famines of the end of the 19th century, 
coincident with a major explosion of resistance in Assam, encouraged further 
Britsh-assisted migration, but now with little prospect of tea plantation 
employment. The results are well described by Nilim Dutta: 


The quality of land available for settlement became progressively 
degraded. Many were left to settle on marshy wastelands and the shifting 
sandbars of the Brahmaputra and its tributaries called chars or chaporis in 
the vast floodplains of the valley. This is where a substantial percentage of 
their descendents still live after a century. At the mercy of annual floods, 
shifting of the chars regularly and incessant erosion of their lands by the 
Brahmaputra and its tributaries, a large percentage of the Muslim 
population in these districts is rendered homeless regularly. To eke out a 
living, they often migrate to the towns and cities as construction labourers, 
vegetable vendors or rickshaw pullers, living in ghettoized shanty towns, 
raising the spectre of illegal Bangladeshis in minds of a hostile urban elite 
with little sympathy or insight into realities of life about the areas they have 
migrated from...It wouldn’t be surprising to find a sizable percentage of 
such internally displaced persons encroaching on community land, 
reserved forests etc. But they are not alone in this. For instance, many 
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Assamese Hindus displaced by constant erosion in the Palashbari area 
just west of Guwahati relocated to Rani nearby, a ‘tribal belt’ and settled 
on forest land. <http://kafila.org/2012/08/ 1 6/the-myth-of- the bangladeshi- 


{ : and-violence-in-assam-nilim-dutta/ > 


Bodo is the largest tribe in Assam and the entire North East. Their 
population is estimated at 20 lakhs. The colonial regime attempted both to 
suppress their resistance, and by compromise partially to recognise their 
intuitively legitimate claims to the lands on which they had lived from before 
the British conquest. The "Line System" and recognition of community lands 
and reserved forests were the gestures made by the Bnitish. Yet at the same 
time the British found it to their interest to encourage Bengali migration and 
the settlement of "waste land" that could be brought onto the tax rolls. But 
community land is abhorrent to the capitalist so-called "rule of law". In a 

za pattern repeated again and again where "Common Law" regimes--both before 

a, and after Independence—faced community rights, means were found by force 
eed fraud to dispossess the holders of community nghts. And so with the 
Bodo~The classic agent of the dispossession of the pre-capitalist peasant, the 
merciless moneylending usurer, played a central role. By the 1990s much of 
what had been Bodo land had been alienated. 

Communists must not fall into an easy acceptance of bourgeois legal 
imperatives; the tnbal lands, although boundaries are not demarcated, is not 
without an owner. If anything, we are obligated to give even greater respect to 
@ community rights. Individual rights over land were embedded within 

communal rights; in a sense land simultaneously belongs lo communily and 

individual. This may be a forest, grazing field, river or cultivable land. In 

short, the life, both material as well as spiritual, of tribals is based on it. And 

any attempt to disturb or destroy this must be resisted. The bourgeois and 

"official" perspective is that for the sake of progress the division into individual 

property of common resources is essential and so communal land system is 

incompatible with development. But in the preface of Russian edition of 

Communist Manifesto, signed by Karl Marx & Frederick Engels, it was 

affirmed that the then contemporary Russian system of common ownership 

could serve as the starting point for communist development—“ Now the 

question is: can the Russian peasant commune, tho tly undermined 

yet a form of primeval common ownership of land, pass directly to the higher 

form of Communist common ownership? Or, on the contrary, must it first 

pass through the same process of dissolution such as constitutes the historical 

- evolution of the West? The only answer to that possible today is this: If tke 

a Russian Revolution becomes the signal for a proletarian revolution in the 

"West, so that both complement each other, the present Russian common 

ownership of land may serve as the starting point for a communist 
development.” 

The more recent disturbances between the Bodo and the communities 
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seen as "immigrant"--Bengali-speaking Muslims above all—can now be placed 

in context. The neoliberal regime, in reaching an accord with the Bodo 
militant outfit to create the Bodo Autonomous Council, excluded from the ~- 
council over 1000 villages where the Bodo were not a "majority". This was a 
provocation in the tradition of British colonial rule, to which the neoliberal -` 
regime is in all relevant respects the heir. The result, as could have been 
predicted, were demented attempts to "create" majorities, with attacks on ~ 
Bengali-speaking Muslims in 1993, on Bengali-speaking Hindus in 1995, 
and on ethnic Santhals in 1996. More than 3 lakh people were internally . 
displaced and hundreds killed. ‘Playing their own vile role, the Hindutva ` 
forces have carried on a continuous campaign making false claims of recent 
illegal Bangladeshi immigration into Assam. Sadly, but not surprisingly,. - 
many Bodo have repeated the lies. In fact, census figures prove that Assam in ` 
general, and the key areas of conflict such as Kokrajhar in particular, have not 
shown increases in population out of line with all similar areas in India. 
Almost all Bengali-speaking Muslims in Assam chose to stay with India at 
Independence, and the mainstream media could not help but notice that the -< 
displaced rehigees after the violence at Kokrayhar generally carned `` 
documentary proof of birthright citizenship. 

The story that could not be told by the mainstream media at the time a 
the great panic among young Northeastem migrants is the story of _ 
imperialism. How the British colonial master-and their current successors, the 
U.S. dominated Manmohan Singh/Chidambaram regime of lies and 
corruption—have used the "divide and conquer’ policy in Assam to play off 
the tribals and the Bengali speakers for more than a century. The Congress . ` 
regime alternatively plays protector to the Muslim victims of violence, and puts 
into place programs of crazed hydro-power development that dispossess the 
tribals and are guaranteed to create new violence. The despicable BJP 
Hindutva forces spread communal fear and lies of non-existent Bangladeshi 
illegal immigration. All elements of the power structure create and 
manipulate communal hatred to divert the justified rage that would otherwise 
unite all the oppressed and outraged communities of the North East. The 
answer is revolutionary politics, otherwise all the differences, contradictions, , 
- conflicts among the masses regarding language, culture, religion, caste etc. are. _ 
going to be used by parliamentarian political formations for electoral.gains. - 
Finally we must remember the history of resistance to both the colonial state . 

and its successor, and the stark fact that almost the entire North East has long: 
been under military rule. The manipulation of communal tension is but’ one 
tool of a brutal state repression under the ‘pretext of combating “terrorism” 
armed with oppressive laws like The Armed Forces (Special Powers) Act 
(AFSPA). The Great Fear of this past monsoon is an omen of the ` opening ` 
beneath our feet of the communal chasm that our rulers have created in their 


"own wicked and short-sighted i interests over the last two centuries. tg 
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Muslims id been slaughtered i in a communal pe ee in Kokrajhar, 
Assam. But though the fleeing.crówd repeated hearsay stories of Muslim 
"revenge" attacks on North-easterners in the major urban centers, even at the 
time it seemed the reports had no substance. Then the panic subsided, and 
the story-disappeared from the mainline media. After all, political turbulence 
in the North East is not news--what was extraordinary was that for a moment 
it broke through into national consciousness. We saw the product of long - l 
years of a communal tint imposed by the vested interests on conflicts the result - 
“of different and complex socio-economic, political, cultural, historical and 
even international issues. It is worth attention, because it is an ill-omen. 

An outline of the history of North-east is a necessary. starting point. On 
February 24th, 1826 Assam was incorporated into the British empire by the 
Yandabu treaty and in 1838 Assam was placed under the direct 
administration of the British after disposing of the then Ahom king, 
: Purundar Singh. Sparsely settled Assam was not a region.to annex to earn 

revenue, but to create "plantations"—-the initial form taken at that time 
everywhere but India for the subjugation of land and peoples to:the British 
dominated world market and to the imperatives of accumulation. Assam was 
.a perfect fit. There were vast tracts of virgin jungles appropriate for tea- 
plantation, in a district where tea was already successfully cultivated by the 
‘indigenous inhabitants. And there was a substantial pauperised and 
desperate population at hand that could be relied upon to-work for . 
subsistence wages. The migration of peasants from the adjoining districts of > 
undivided Bengal, districts then as now primarily Muslim, began shortly 
after the British annexation. The extraordinary degsee of extortion of the 
peasantry made effective by the Permanent Settlement of Bengal was one 
element in the ongin of the workforce. “The zamindari system did not exist in 
Assam, and fertile land was available for settlement. The British welcomed : 
the migration, seeking readily available cheap labour for the emerging 
plantations and tax revenues from successful settlements.. 

A second element creating the plantation workforce were Manat 
brought into Assam as indentured labour, not without force on the part of the 
Britsh. Communities like Santhal, Oraon, Munda, Khamer are the 
descendents of indentured tea labour brought into Assam by the British in 
the nineteenth century. The descendents of these indentured labourers 
started settling in and around the tea gardens and then into more remote 

` districts. 
continued on page 62 
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